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great attention to the | of ing out 
orous ideological struggle. wilh of the matin of tak 
own area, department, and unit, party 
all levels should use, through in-depih 
and extensive 
self-criticism to 
comrades in the party to clearly see the objectivity and 
= of contradictions and the necessity and 
resolving contradictions. This can alert the 
ic, make them pay attention to eliminating the 
influence of the theory of downplaying contradiction, 
and form a powerful environment of public 
The current situation shows that the ideological 
bourgeots liberalization still has a certain influence 
the party, that the conflicts between the 
the backward, nght and wrong, and reformers 
liners still exist extensively, that the deepening 
reform and opening up 
contradictions, that the development of the 
modity economy 1s inevitably ted by the 
of bourgeois ideas Because of this, 
proletarian and non-proletarian ideas exists 
minut: in every party organization. The more ex 
thorough, and complete the st 
ideologies 1s exposed. the higher 
rying out inner-party 
matennabte the theory of 
would be 


2 Stressing leadership examples. Whether or not a party 
organization can carry out regular inner-party ideolog- 
ical struggle is an important criterion for j 
whether its party spirit 1s pure, principle is strong, 
practice 1s sound Whether a party organization's party 
style 1s healthy has a lot to do with whether or not 
ae of this party organization 


Ht 


HE : HE 
BUHAY 


ying 


is 
_ Because of this it appears to be extremely 
important for the leadership of a party organization to 
first set an example in vigorously carrying out ideological 
struggle and for higher levels to set a good example for 
the party at all levels, 
especially main responsible comrades, should stnve to 
set a good example in accordance with 
“unity. crticrsm and self-criticism, and unity” and take 
the lead im carrying out criticism and self-criticism. 
Through carrying out vigorous ideological 
should build party's leading bodies at all 
leading nucleuses and fighting collect 





playing contradiction will be out of the question 
3 Strengthening the restriction of system It 1s necessary 


oa 6S ¢ eee So eo 
internal 

restraining mechanism |) The system of democratic life 
meeting Perfecting and adhering to the system of ‘s 
democratic life meeting 1s an effective method 
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aeons the party's ideological style and -—— the 
ty to solve our own problems and conflicts. Party 
izations at all levels should pay great attention to 
work, conscientiously place it in an important pos- 
tion, and ensure that the quality of democratic life 
meetings is improved) When holding democratic life 
meetings, we should make sure that the contradictions 
are profound, ideological struggle is acute, and 
problems solved are real We should senously criticize 
those who go through the motion in holding democratic 
life meetings in order to cover up and downplay contra- 
dictions. We should issue orders to make them reopen 
such meetings. 2) The system of cadre evaluation, We 
should stress the evaluation of political and | 
qualities. Whether or not a party organization dares to 
adhere to party spirit and principle and carry out vig- 
orous | st should be considered as an 
important content of the evaluation During the evalua- 
tion, we should be appropriate in talking about achieve- 
ments as well as problems. We should firmly overcome 
the abnormal phenomenon of ‘stressing achievements 
and ignoring weaknesses” in the current practice of cadre 
evaluation. 3) The system of democratic appraisal for 
party members and cadres The appraisal should stress 
political and ideological contents It should consider 
whether a party member or a cadre has a firm and 
clear-cut stand on major issues of principle. whether he 
dares to adhere to truth and correct mistakes. whether he 
has the courage to fight with all evildoers, evil deeds. and 
vanious unhelathy tendencies The appraisal should 
adhere to the principle of seeking truth from facts and. 
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while affirming achievements, “ize the discussion 
of shoricomings and problems of party members and 


cadres s© that it can be integrated with 
management, and supervision and become an important 
measure for encouraging party members and cadres to 
remold themselves. 


4S hen tical onentation. Party organiza- 
hy — f— sy, 4,0 YS 
smnnee coneereceg Se CRStaty GRE SITES SEEDED 
ey party and pay attention to policy onenta- 


von. treating the issues of 


“cold” and “hot,” and “downplaying “sharpen- 
ing.” We should get a good grip of policies and be tactful. 











honest and unreliable should not be placed in 
positions. Those comrades who adhere to party 
stress principle. and are brave to fight to safeguard 
party's interests should be publicized extensively, 
mended. and placed in important positions. Those 
hold . fetahate. and make false charges to 
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certain il personal purposes should be 


if 


severely We should attack unhealthy trends 
practices to help gradually establish a 
carrying out vigorous ideological st 


8 


od practice 
in the party. 
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of accumulation funds in pursuit of maximum welfare 
ment beyond designed capacity and lowering 
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activities 


meever we position of enterprises short-term behavior occurring at present as the invasion 


are reasons of understanding. as wel! as practical for the staff and workers. and precing 


1 Establish in real earnest the economic position of 
enterprises owned by the whole people 

by the whole people have not been implementec 
difficulties and contradictions 
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efficiency However, simply by this point alone, enter: 
prises may not necessarily be able to create a higher labor 
productivity and rate of growth Markets are stages 
where capitalist enverprises can fully develop their ener: 
gies. Properties of capitalist enterprises are privately 
owned by entrepreneurs, they have the motivation of 

ts from within, and the pressure of competition 

without. Whenever there are signs of changes in the 
markets, they can make timely decisions and adapt to 
changes rapidly Concerning the flexibility of adapting to 
market changes, it 1s a weak point and not « strong point 
for enterprises owned by the whole people, iclative to 
capitalist enterprises. Properties of enterprises owned by 
the whole people are owned by the whole people The 
decisionmaking by enterprises in the production and 
— activities not only should proceed from the 
partial interests within the scope of enterprises, bul also 
take into consideration social interests. including consid: 
erations of the social interests reflected in state plans 
This conditions to a certain degree the flexibility of 
enterprises owned by the whole people to adapt to 
market changes Generally speaking. it 1s difficult for 
enterprises owned by the whole people to overtake 
capitalist enterprises on flexibility of adapting to market 
changes, but that does not mean that their development 
and efficiency are not as good as capitalist enterprises 
One should know that enterprises owned by the whole 
people still possess the features and advantages of the 
mechanism of ownership by the whole people itself 
which 1s impossible for capitalist enterprises to possess 
For instance. state plans can enable enterprises to av ord 
as much as possible the influence by market blindness. so 
as to achieve the efficiency of production and manage- 
ment conducted according to social need giving full play 
to the initiative of the laborers as masters of enterprises 
owned by the whole people is an immeasurable source 
for creating enterprise efficiency I! enterprises owned by 
the whole people can have considerable flexibility of 
adapting to market changes. and if the features of the 
mechanism of the system of public ownership can be 
brought into full play. along with the management of 
modernized enterprises. then enterprises owned by the 
whole people will surely overtake capitalist enterprises in 
growth and efficiency Relative to the capitalist 
economy, where is the superiority of the socialist 
economy embodied” A major aspect 1s embodied in the 
mechanism of economic operation How to give play to 
the functions and features of the mechanism of the 
system of public ownership itself. and in particular how 
to give full play to its functions and features in the 
commodity cconomy are important aspects of reform 
Such an important aspect in the reform of enterprises 
owned by the whole people must never be forgotten 
otherwise the energies of enterprises owned by the whole 
people cannot be fully released. and wii! lose the socialist 
direction of reform 


To improve and strengthen the mechanism of planning 
is an important aspect in developing the advantage of the 
mechanism of public ownership and deepening the 
reform of enterprises owned by the whole people To 
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reform the traditional planning mechaniam and intro 
duce the market mechanism are not designed to negate 


the planning mechanism itself The v 1 18 inaccu- 
rate that a planning mechanism is only the 

of large socialized production, and has to do 
with ownership. At present, some capitalist 
countries also work out plans for in develop 
ment These plans are related to the development of 


monopoly of ownership. especially to the development 
of state Monopoly What are the positions of these 

in the economic operations in capitalist countries? Even 
scholars and statesmen of capitalist countries also 
arknowledge The base of private ownership determines 
that the leading role in the economic activities is the 
“free market.’ and planning only plays a supplementary 
role In socialist China, the nature of interests in 
common of publi ownership and especially of owner- 
ship by the whole people determ oc« that the socialist 


economy, taken as a whole .4 velp but be the 
economy of development a. fing to pians. A planned 
economy can do away with! conomic crisis caused by 
the anarchy of capitalist pri id accelerate the 
reasonable disposition of resources and the effective 
growth of the economy The serous problems brought 
about by the all-inclusive. mgd planning system should 
never be the reason for negating the socialist plans. 
Screntific and reasonable planning is ant pre- 


requisite for the healthy development the entire 
National economy. including that of enterprises owned 
by the whole people Planning should never be looked 
upon as barners for decissonmaking power and the 
vitality of enterprises Scientific and reasonable 

will only strengihen the decisionmaking power 
vitality of enterprises 


That the initiative of the laborers, as of the 
society and enterprises. can be brought into full play is 
yet another important aspect that enterprises of public 
ownership are supenor to enterprises of capitalist private 
ownership The economic activities of enterprises, in the 


ties of enterprises To give play to the initiative of the 
laborers as masters of ther own affairs 1s an important 
aspect in developing the advantage of public ownership 
and deepening the reform of enterprises owned by the 
whole people Now the practice of “everybody a 
from the same big pot” and the egalitarian form 

distribution remain an important reason for strangling 
the initiative of the laborers It os therefore necessary to 
advance the reform of the distribution system, senously 
implement the principle of to each according to his work, 
widen the gap and reward the drhgent and punish the 
lazy. Moreover. it is necessary to guard against the 
tendency of one-sided economic stimulation that 
excludes political motivation Men should have vitality 
and the workers as laborers of socialist enterprises, need 
it all the more The socialist motivation mechanism is 
the unity of the dual mechanism of economic motivation 
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Asa result of a decade of reform, a pattern of pluraliza- 
tion of main economic yy? tS - 
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apply legal methods to encourage fair 


ernment actions. and they are also ways to cure local = order to limit all kinds 
petition Code,” an See ee 


Code,” an “Anti-Local Blockade 


blockading al its source Admittedly. in today's world of — behavior Examples include the 
planned commodity economy and pra. 
of authority and level-by-level 


provisions are prerequisites for standardizing local gov. 
developing a 
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and provinces can benefit each other In addition. tur 
ther development of commodity markets and markets 
for capital, technology, labor and information must be 


Enterprises Exceed Goal To Reduce Stockpiles 


OW 2901064792 Beying NINHUA Domestic Service in 
Chinese 1310 GMT 28 Jan 92 


ext 28 Jan (XINHUA)—The goal which the 
_ ewer ae for state-operated industrial enterprises 


to reduce their stockpiles by 20 billion yuan in 199! was 
exceeded According to the Industrial and Commer: ial 
Bank of China, the amount of money tied up by finished 

manufactured by state industrial en ses was 
09 9 billion y hg ay ae gael i.or 229 

the figure six months ago This 
enterprises. which have established 


fh which the greatest amount of 

~ hays yh) Loy phy 

tred up by the 

end of 1990 Meanwhile the amount of money tied up 

three types of funds (san iang 7) jin OOS 7909 6127 

also 20 3 billton lower than that registered at 

year, including a reduction of | 9 

up by goods in transit and an increase of 
in receivable and advance loans 


Industrial enterprises have been engaged in curtarling 
goods since last September in 
drawn up by the State Counc! 
43 provinces. autonomous regions. municipalities 
the central government. and cities autho 
independent plans administrative arcas 
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gained and taken by various regions and departments in 

reducing stockpiles should be 
. the leading authorities of these 
have attached great importance to 
Council plan. and to supervising the 
all assignments Second they have 
assignments 80 that they can be fulfilled by 
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2 
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clear about 


various enterprises Third. thew people are 

what to do and are determined to fulfil thew assign- 
ments By taking such decisive measures as ae 
money supply and controlling of electricity 
other energy resources. they have 
the production of unmarketable 
have intensified the management. 


fl. 
i 


imepection and publicized the progress each month 
Fifth, with support from polices and in accor 
dance with actual local needs. they have constant 
efforts to improve all relevant measures wo that manu- 


facturers can take the initiative in 
and reducing stockpiles of unsold 
authorities and vanous departments in these 
and cities have worked in close coordination 
another in accomplishing the assignments 
banks and all financial communicat 
departments have made great efforts to suppor 
project: Administrative departments of vanous 
have also worked in coordination with 

Ments if providing enterprises with active 
the close cooperation between all industinal and 
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4 
lan 
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mercial banks cconomn commiumons and competent 
authorities of enterprises have played a role 
in restricting production and reducing stockpiles of 


unsold goods 


According to the note of the Production Office 
the State Council the decomon of curtailing production 
of unsold goods to reduce stockpiles 1s a mayor one 
by the State ( ounci! to reyuvenate large and 
ized state enterprises. improve their 
ciency. and create a beneficial economic cycle 
significant success has been achieved since last 
much work still has to be done before normal in 
can be maintained To make this project 
localities and departments must continue 
in 1992) and act on the instructions prescribed im 
Notice of the State Council Production Office on 
ther Curtasling Production and Reducing 

which the State Counc! retransmitted We should con- 
tinuc to unify our views. heighten our awareness, pro- 
vide stronger leadership perfect our polices. and main- 
tain the ontensity om curtaning production of unsold 
goods and -educing ther stockpiles Meanwhile, we must 
mncrease production and promote sales of popular goods 
We must make continual efforts to consoldate and 
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inventones can be maintained at an carly date 


Measures lo Invigorate § aterprives 

GO F02464 SINGH GONGZUTO TONGIUN 
/ECONOMNIC WORK NEWSLETTER) in Chinese No 
21. 15 Now Gi ap @S ti 


[Artucte by Gu Shengcohu (625! 2571 0443), Production 
Office of the State Council “Thoroughly Implement ‘20 
Measures’ To Further Invgorate Large- and Medium. 
Sized State-Run Enterprises | 
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embark on a fine, interlinked route of self-management, 
independent responsiblity for profit and loss, indepen. 
dent development, and self-resiraint 


Esteral Buriotes Eatiroament of Paterprces 


In line with t,t ~~ spirit to enliven 
and medi enterprises, since 1991, one 
after another hes come up that is more concrete 

and systematic © as to be more operable Al present, 

some policies have come to fruition and shown prelim. 
inary results They are mainly these 


2 4 percentage points in March and 
August 1990, rates were again lowered an averge 0.7 
percentage points on 2! Apr 91, with differential interest 
rates in accordance with national industrial policy Pref. 
erential interest rates are given for capital construction 
loans in agriculture, energy resources, and raw materials. 
This is a positive impetus for lowering enterprises’ costs 
in operating funds, readjusting their industrial 
and mix, and responding to social demands 
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Based on the large-scale clearing of debt begun in 1990 
since June 1991, the State Council chose as a test site 19 
large- and medium-sized state-run enterprises in the 
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} Increase invesiment in technological transformation 
of enterprises 


Besides loans for transformation that the 
state already determined 1991, the State Council 
decided as of April 1991 to lower prices on and sell some 
surplus commodities and matenals. The majority of the 
funds recouped is to be used for technical transforma- 
tion. Banks have already advanced five billion yuan, 
mainly to industrial bases and key backbone industries 
for projects to be completed in 1991 as well as for 
technical transformation projects that are beneficial to 
readjusting the product mix, augment the potential to 
earn foreign exchange from exports, or improve eco- 
nomic returns Nationwide, in the first nine months of 
1991, units owned by the whole people invested 42.76 
billion yuan to renovate or transform technology, up 
19.7 percent, which is much higher than the 2.3 percent 
growth during the same period in 1990. There was a clear 
increase in the proportion of investment used to improve 
product quality, increase product variety, save energy 
resources, or handle the “three wastes.” 


4 Continue implementing “double guarantee’ policy 
and achieve substantial results. 


Since April 1990 when the State Council approved the 
State Planning Commission and State Council's trial use 
of “double guarantee” methods in 234 key backbone 
enterprises, t implementation of this policy has 
strengthened both the two-way contract guarantee mech- 
anism of production conditions in the state's key con- 
tract guarantee enterprises as well as in the profit taxes 
and state monopoly goods which enterprises submit to 
the state. From the end of 1990 to the beginning of 1991, 
the State Planning Commission and Production Com- 
mission together with energy resource, goods and mate- 
nals, banks. and transport departments planned the 
necessary external conditions for the 234 enterprises. 
They approved implementation of a 
conditions. With the great support of all of gov- 
ernment, from January to A 1991, the 234 enter- 
prises had output value growth 5.5 percent nigher than 
the same period in 1990. lower than industry expecta- 
tions by 4.9 percentage points. Sales income grew 18.5 
percent, |.9 percentage points higher than expected. 
Sales taxes on goods increased | 7 4 percent, with profits 
up 5.8 percent. These figures are clearly higher than 
budgeted for industrial enterprise sales taxes and lower 
realized profits. 


5. Curb “three disorders” and have society take heed of 
reducing burdens on enterprises 


All leaders have taken heed of the demands of the 
orginal || policies. Through self-examination and crit- 
ical investigations in the previous stage. they have made 
initial corrections and gotten md of proyects which dis- 
criminately collect charges, impose fines, or make appor- 
tions. According to statistics, there were approximately 
$0,000 projects nationwide that were belonged to the 
category of “three disorders.” Of this number, 20,000 
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have been gotien md of, lightening the b. rden on enter: 

ses and the masses to the tune of 5 billion yuan 

owever, these are only preliminary successes. Con: 
tinued great effort is necessary. To reduce burdens 
further, the State Council recently decided to provision: 
ally halt the ranking and grading of enterprises by the 
Council and other departments so a8 lo make enterprises 
concentrate effort on production Al the same time, it 
further clarified that organizational structures within 
enterprises should make their own decisions according 
to the peculiarities of their own production and the 
principle of “high training and high results.” Neither 
overseeing departments nor any other unit shall compel 
enterprises to set up counterpart organizations Enter- 
prises deploy personne! themselves, deciding for them. 
selves the types and methods of deployment under the 
premise of strictly controlling total wages. 


6 Ministry of Finance calls for implementing proposal 
to increase new product development funds 


Once examined by fiscal departments at the same level, 
on the basis that fiscal responsibilities to higher levels are 
carried out, large- and medium-sized state-run enter- 
prises and industries in railways, transportation, tele- 
communications, and civil aviation charged with tech- 
nological development tasks and the ability to use it, can, 
based on the enterprise's relationships with subordi- 
nates, extract a Maximum one percent of sales income as 
a technological development fee Enterprises responsible 
for key new state products, and those which have a heavy 
load of new technology development. relatively good 
economic returns, and the ability to use new technology 
can extract another 0.5 percent from sales income as a 
technology development fee These fees shall continue to 
be exempt from the key construction fund for energy 
resources and transportation. Likewise, as of | Jul 91. 
SS oe ee fee 

The development fee is listed as sales income. It is 
specially allocated and earmarked for use A surplus at 
year's end can be rolled over into the next year. 


7. State preliminarily lists in principle first 55 large-scale 
tnal enterprise blocs 

The state has made a key selection of trial large-scale 
enterprise blocs. With the supenority of the masses and 
concerted effort, they will promote readjustment of the 
organizational structure of enterprises, the rational flow 
of production factors, and bring into full play the guiding 
role of large-scale enterprises. They will enhance the 
competitiveness of China's products on the world 
market, and further enhance the effectiveness of the 
state's macroeconomic controls. The state requires that 
the trial enterprise blocs be strong, have a certain 
amount of closeness and the capacity to be investment 
centers. The state shall give preferential policies to these 
blocs, including listing them under the state plan. They 
will be managed industry, gradually establishing 
financial companies for the trial blocs. The state also will 
gradually grant to some tral enterprise blocs indepen- 
dent import-export authority. inspection and approval 
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gothectty Cer cosnpenting Cascigs eiuins, coteinty cas 

— methods relevant to the 

regarding authorization to manage state: 

my indusinal and commercial management, 

the financial system, labor wages, finance, tarable 
income, and statistics. 


Operating Forces in State, Township Enterprises 
92CKO2144 Chongqing GAIGE [REFORM] in Chinese 
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{Article by Ye (0673 4371 2052), Lu Xizong 
(7120 0823 1350), and v Longing (2612 7893 6900) 
“A Comparison pe the a ae Large: and 
Medium-Size State-Owned and Township nar 
[Text] There is now a figurative and 

the industrial ion growth in vey fee sty 
“big brother investment” (L.¢., “the three kinds 
of trade” enterprises) and 2) “little sister town- 


ship enterprises” (1.¢. township collective industrial 
a This is because “the three kinds of foreign 
enterprises and towns ip collective enterprises 


growth rate in recent years 1s concerned Focused on this 
——. this article will compare the operating 

in large- and medium-sized state-owned enter- 
prises with those in township collective industrial enter- 

. with an emphasis on analyzing the operating 

in township collective industrial enterprises, in an 
attempt to draw on certain good operating forces there 
for help in invigorating large- and medium-sized state- 
owned ones. 


While state-owned industrial enterprises far surpass 


per 100 yuan original fixed assets investment value were 
126.05 yuan and 258.46 yuan, respectively, while their 


enterprise 
pan Dy mpage y hy maw od = 
owned ones 


Why 1s township collective industrial enterprise eco- 
nomic efficiency better than that of state-owned ones” As 
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4 State-owned enterprises are not subject to the laws of 
competition. of to chimination through competition 


tt a i 


y TL ff rs i AIT t rH 3 Hi FF 
] ae 1 i ie 
Uae ay al at ds ie 
vi ei i EL Al 

= =§ iH HHS FE EY Hie mt Hit if et : Hela i 








IPRS AR-O2012 
% March 1992 


Managing enterprises, which has fot been cut back 
(hrough omplete reforms. 2) Administrative organs and 
leaders in all areas inv meddle in enterprises out 
of esther a reluctance to authority or habit They 
still employ various formes of inchs every year. such as 


workers for promotions. in orter to lure enterprises into 
striving to remain administrative appendages |) 
pe 4 laws. regulations policies, and institutions con. 
it with independent enterprise decisionmaking power 
4) Our sll omperfect market forces make it) 
for enterprises to act in a market-onented way Conflicts 
of onterests on areas. such as our dual-track pricing 
system and planned goods allocation. procurement sub- 
vidization. and loan allocation. leave certain enterprises 
st) drawing on support from administrative forces for 
the benefits they cannot get from markets. which makes 
them subject to administrative interference 


decrsonmaking. rational division of labor, and effi- 
crency For onstance. the Tianjin Jinrong Company Lid 
has 440 staff members and workers. with almost 40 
management cadres divided among sia production oper- 
atron technical departments. so that the work assigned to 
only five admunistrative personne! 1s equal to that done 
>. a number of departments in state-owned enterprises. 
such as labor-<capital, administration. securnty tech. 
nology installation. and labor umons But its share. 
holding factory, the Jinhua Radio Factory. has | 399 
staf! members and workers. 86 cadres above the section 


offices. As the installation of many of these administra- 
ae Gs hc ain ae @ asain 
authorities, there is a severe problem of 

which leaves the principles of results and efficiency out 
in the cold 


Having analyzed the organizational systems in surveved 
jornt ventures. we can sum up their common features as 
follows 


| Ther leadership systems have been perfected. with 
decisions and commands being put into effect quick!y 
and nights and duties being distinguished clearly 


it 
sis 
f 


i 
i 
: 


| 
| 
if 


5 Market and sales departments hold 
tant positions For instance the Co. 
Tianjin regards its market. sales, and 
ments as a coordinated process Its market 
studies strategn problems its sales and 
ments deal with strategic problems, 
department is also directly involved with 
— pathologies providing advice. and 
up 


=f 


: 
iid 


The organizational leadership system in large: 
medium-sized state-owned enterprises has the following 
mayor imperfections 


| In addition to having no real leadership decision- 
making power the leadership system itself—the plant 
manage: responsibility system—has still not been truly 
put into effect and there has stil! been no clear rational- 


vation of the interrelations among R 

and workers. or among their apehive tenitene: 

2 Leading cadres are appointed by higher authontes, 
with subordinate leaders having no ye 
power over the hiring and firing of their 

which makes 1 hard to achreve selection and ehmination 
through competition 


¥ The leadership at all levels has too many deputies. 
that authonty « decentralized and the command 
ture sn chaos 


4 Administrative organs are mgdly overstaffed. with 
comple. interrelations and poor efficiency 


S Market) marketing and service departments have 
unsound organization with too few personne! and too 
little proficrency. so that it 1s hard to carry out market, 
marketing. and service functions 


Such an enterprise organizational leadership system 
makes i impossible for enterprise management mecha- 
nisms to operate effectively 


| 


es 


V Comparison of Personne! and Internal Distribution 
Systems 


We have made « comparinon of the personnel 
distribution systems on effect for joint ventures 
large. and medium sired state-owned enteprises 
Traneen on 1990 (See Table 2) 
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Table 2: Comparison of the Operating Forces in Large: and medium-sized State-Owned and Joint Venture Enterprises 
lath overs Average Monthly Wage | Per-Worker Profits and | Dinmissal Mate (%) Per Averagy Woge Diteeate 
(Vean) Taxes (10,000 Vaan) 100 Stafl Members ond 
7 a es: fi _ Werkers 
Type of Kaserpree es —— 
Large end medium ered i” o1 2 
Mate 4 rened Enterprises a : —t a 
Jowt Ventures 420 i’ ‘6 
This table shows the huge differences between these two converting part of its assets into an investment of $2.4 
types of enterprises, with joint ventures having | Stimes million, attracting $1.6 million in investment from the 


higher average monthly wages. 0.6 times higher per- 
worker profits and taxes. | 7 times higher dismissal rates. 
and 3.6 times higher average wage differentials. than 
large- and medium-sized state-owned enterprises 


Joint ventures have the following personne! and distn- 
bution system features 


| Higher Pay Joint ventures pay higher wages and 
bonuses, have more welfare benefits. and even provide 
perks, such as “red packages” (gifts of money) and 
profit-sharing. in some cases 


2. More Pressure: They practice a quality recruiting 
system, in which qualified personne! arc hired and 
promoted and unqualified ones are reyected or demoted. 
those with ment are rewarded and those who make 
mistakes are penalized even to the point of being dis- 
missed, and discipline is strict and impartial. with vio- 
lations having to be investigated and everyone being 
treated equally without discrimination. so that everyone 
feels a sense of crisis 


3. Less Personnel: Both cadre and worker staffs are 
streamlined and jobs are commensurate with capabi!:- 
ties, so that everyone works at ful! load 


4 More Drive The first three features make everyone 
work conscientiously, responsibly and with focused 
effort. Moreover. the greater wage differentials are even 
more motivating 


5. Higher Efficiency The average labor productivity and 
profit-tax rates both illustrate this The personne! and 
systems of large- and medium-sized state 
are exactly the opposite of those in 
being charactenzed by lower pay less 
personnel, less drive. and lower effi- 


i 


i! 
: 


| 


. the Tianjin Plywood Factory was one of 
medium-sized enterprises to make ply 
it was turned into a joint venture. it had 
members and workers. 29 depariments and 
managers. average staff member and worker 
131 yuan a month. and a plywood production 
ihity of 300.000 cubic meters It sustained losses of 
yuan in 1989 and } million yuan in the 
half of 1990, with outstanding loans of |?) millon 
© that it was heavily in debt and facing bank. 
lt became a joint venture in July 1990. by 


re 
fe 


2s 


i 


U.S. TAT Corp., and establishing the Tianjin Fujin Co., 
which used new personnel and distribution systems. This 
company has observed the principles of “fewer but 
better, being mgorous. meticulous, and ic” and 
“tower links, more functions, and h “th 
has clorified its division of labor and rights and duties, 
reducing its former 29 departments and shops to four 
departments and four branch factories, cutting back its 
managers to 49. and starting out with only 522 per- 
sonnel It has practiced “structured wages,” with average 
wages of 335 yuan. up to a maximum of 687 yuan, 
provided free lunches daily. presented holiday and 
birthday gifts. and provided its surplus staff members 
and workers and idle workers separation pay equal to 
100 percent of their former wages It has practiced strict 
and impartial discipline for its employees, such as 
making them line up and sign their names on attendance 
cards when changing shifts. setting proficiency assess- 
ment targets. keeping man-hours and firing both parties 
to fights After successfully importing key equipment 
and technology. this enterprise, which used to lose 
$00,000 yuan a month. became a profitmaker in one 
leap In the first quarter of 1991. 1 earned 2.16 million 
yuan in profits. and made | § million cubic meters of 
plywood a day. or more than five times its previous 
output 


4. Comparison of Self Accumulation and -Development 


Forces 


While enterprise self-accumulation of retained profits 1s 
admitiedly related to enterprise management quality, the 
heavy burden on enterprises of taxes and fees, and the 
irrational percentage of retained profits, are also key 
factors in enterprise self-accumulation We will first 
make a compartson of the taxes and fees paid by state- 
owned and joint-venture enterprises 


The burden of taxes and feces on state-owned enterprises 
is as follows 


| Pre-realized profits (included in costs) tax categones: 
real estate. vehicle and ship. land. stamp. and resource 
taxes 


2 Realized sales tax categories business. added-valuc, 
and urban construction taxes. and education fee sur- 


charges 





5. Realized bonus tax categories bonus taxes 


6. Other fees for things, such as greening, neighborhood 
support, general sanitation, and academic support, and 


general ratio 
profits and taxes is 15 percent 
for large- and medium-sized state-owned enterprises, but 
66 percent for joint ventures (See Table |). N.oreover, all 
joint venture retained can be considered self- 
accumulation to be for increased investment with 
the consent of investors. 
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percent for joint \ entures, of at least twice as high 
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ment funds Therefore. state-owned enterprises 
very limited capability to rely on deducted funds 


enterprise retained profits for self-development. 





Table 3: Collections and Expenditures of Own Funds by Tianjin Aluminum Alloy Plant from 1982 to 1990; Unit: 10,000 












































Yuan 
Nett Owned Replace (verhes! Dhevetap New Pred Reserves Welfare Ronevers Onber Tetabe 
\ mde wre! and a ects Devel. 
| pyreding bumde opmen! 

Collections 1,392 a9 200 170 \4 23 $04 MI 4773 
Expends. \288 wa 335 182 12 a $02 on 4607 
tures 
Surpluses a 435 103 12 2 s 2 1” 186 
This table shows that this t collected 37.77 million _— raising replacement and upgrading funds, ic, bank 
youn of its owm fonds tom 1982 v0 1990 or only csma, end come Gow Guage eegive umn (OUEnED 
ae ah pe pg ph ete) parted, bs to very hand Car Gham t supny eam lanes of 

overspend: 13 milhon . or , terest le some state-owned enterprises 
cent more than collected. In 1990. it collected 360, ataemnenn ond nail p whemay my Ap — 
yuan in welfare funds, while actually paying out 1.41 these loans. their responsible a antmenth 
million with the overspending coming out of — the 4 page Sy 

; ead peul, ead hy ; their profit and tax targets by taking from the most 
Since it imported ts equipment in 1982, it has never on schedule , A A Dd Ad 
replaced or upgraded it, so that by 1990, the net valueof "P#Y ‘on in Gat. with hee ~_— 
its fixed assets was only 20 million yuan. As such an —-PF#SES_ Operating in Gent, wi vy Wateress 
efficient enterprise became a mere “empty shell” in , ust Joint ventures do not suffer so much interference 
a few short years, conditions are even more severe for by responsible departments, and also can raise funds 
those that are losing propositions Statistics show that through diversified channels (including overseas ones) 
over 45 percent of Tianjin's medium-sized state-owned 1, aadition, state-owned enterprises are loaded with long 
enterprises are in such ) and overly elaborate application procedures for replace- 
As to ising channels, since large- and medium ment and upgrading projects, while joint ventures can 
sized enterprises have only one channel for = make decisions on replacement and upgrading projects 
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Improving Shanghai's Service Industries 


9ICHO22°4 aoe CALJING YANIIU (THE 
STUDY OF FINANCE AND SCONOMICS) in Chi 
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| Enterprive earnings have been shifled to (he banking 
m the of wmiterest payments Just a in 
up 


form 
‘ amounts of fined assets and circulating 
in the development of all lines of service 
commerce if Partnwlar have increased fap 
989. the ratio of circulating funds to bank loans 
commercial sector was 164° with circulating 
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show that interest payments accounted for V4 
yal coreulation costs in 1988 oF 9 | 
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service industries have increased vharpl) in recent years 
While siaff member and worker payroll: in sence 
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fined: Regotiated pri’ eran funds and food suledies 
for Hhowe without Mees Balle have alo heen included in 
busifess capone account: efit hae held Back enter 
pPriee Performan « 


. Leanne afd depteciation charges have im teased 


6 The large overtio king of Mow scting. unprofitable, 
damaged and wiletanderd (ommodites have severely 
ed up funds and aueed ir wlavon stagnation 


> Deeper Cause The Cause of the Abowementioned 
Pinanoias Factors 9 Increased Consumption and 
Decreased Profit 


These deeper cause: in tude m roe onome Conterpriee) 
and Mac foeconomy (social) control. and are also com: 
ples, many sided and multi layered They can be seen 
mainly in the following two deflorencies in ‘ 
ser ice indusines | alact of rational fund use. 2) 0 lack 
Of COMPCtitive capability oo enterpriecs 


| The major fund wee orohierns are as follows 


A) While the overall in) tment i servnce wndustres Ras 
incfeased the in) estmen! structure within service indus 
tries ws efrational The mutual conflict that « now eur 
facing im Shangha:s service rodustnes « bipolar One 
Pole 9 the increased scope of investment (for metance, as 
to the epvestment on office burtdings and hotels, Shang- 
har 6 1989 vacancy rates were |. 4 percent for business 
ope office buildings and 4° | percent for hotel roome). 
ather corresponding pole i the severe shortage of 
investment! (for instance investment oo urban infrastruc- 
tures and communication: and transportanon) As the 
increased Scope of iMVestmen!t makes ¢ hard to 
investment performance into full play while the severe 
shortage of inv cetmen: prevent: further omprovement of 
cconoms performance the, have a jot ompact of 
reducing the overall performance of serve industnes. 
Al this Porn! #e must. onsider the following problem: 
While Shangha: had a severe shortage of office buildings 
and hotels in the carly (980s the shortage has been 
transformed into high vacen) rates after a decade of 
hard work Meanwhile «> are still cxpenenceng difficul- 
es mm areas such as urban infrastructures as well as 
communications and transportation duc to investment 
source problems The vatetecal data on :vestment in 
office buildings and hotel: shows that the percentages of 
self-ranved funds and of formen inv ciment on partoular, 
are imcreawng stead): & th Sxfo-fore@n pont oF con 
tractual pornt ventures and «holl. foreign-owned enter- 
prises accounting for “2 > percent of the 
office Duriding projects that sere competed ams tte 
to 1990 oF those that are wader construchon, and for 
78 3 percent of al! cach avadable rental pace While 
foreign invesimen! in hotels began latc: ot has developed 
faster While Shangha: had no hotels in the category of 
“the three kinds of foreign trade” enterprises 
ventures) before '985 « acquired two m 1986. aa more 
m 1987 and 1988 and four more wm 1989 The 11 
sornt-venturce hotels that were or ail be completed in 
1990 and 199! account for 68 § percent of the major 
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require the following action by banks 


and individuals Ae ( hina has such low 























a a 
etltjiatane [i il rae 
a alate 
if ‘al He an i ht i at 4 

Heeb aide aia lan 
i 1B Te en ee 
I it rf ii iT l ie itil 
Hi, =3as H Hi sstifr : ie ih nana i 
FE 
ss 52 i a: i 
IE hd Ali Heat ei eit Rin Hess te 








ae 
ie 


a 


ee 
Mt ia 


ili 


Han 
: ate 


HR 
He 


i TE I; Hit 


Ha 


i 


is 
i 


ithe 
RR HE 


HAH 
vi 


aia 


HU 


ai 


527% 
ih : 


fceitl 


r2at8: i 


it 


HIATT 


en 


i i 


i iii 


i ti 


Hh 
Henk 


saat 33* 
ie Hie 5 


i 


oh 
+ 


addition. in order to retain more money for themselves, inflation of 
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ownership nghts are not clear and responsibi!- 
are unceriain. it becomes possible for income to 
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- ant: 


achievement 
local gov 
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2 High speed growth obtained from the br | 


capital The decentralization onentation of reform _— of funds provides a ready-made channe! for cx 


in recent years. particularly reform of the enterpnse — caprtal into income The intense sense of 
“ynverse pressure mechanism” 


2623 0455) of the money 


system of profit retention and the apportioning of reve- local governments and the strong desire of 
well as the use of bonds of vanous kinds have enabled 
resulting in a real dividi..g up of ownership nghisamong —s definition of property ownership relat 


local governments. enterprises. and ind: iduals to obtain 


some benefits from attendant assets This has enhanced 
the independent interests of all main economic entities 
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repayment of loan principle and interest can only have a 
shightly limiting on local governments’ and indus 
tral and commercial enterprises’ borrowing behavior In 
order to satisfy their desire to expand investment, local 
governments and indusinal and commercial enterprises 
often exhibit a mgid ecapansionary tendency in their 
demand for credit, Furthermore. since specialized banks 
are responsible only for profits but not for losses, and 
since they are not yet independent and autonomous 
operating mechanisms in addition to which they are 
directly subordinate to governments at various levels, 
banks accede, to a certain cxatent, to the currency require- 
ments of local government and industnal and commer- 
cial enterprises The result is that mgid credit demand 
pressures banks so that they become a foundation for 
credit in fact At the same time, in order to increase their 
own benefit, local governments and industnal and com- 
mercial enterprises employ vanous slapdash costing 
methods to pressure the central government treasury to 
reduce taxes and grant concessions The central govern- 
ment's revenue s are thus somewhat reduced, while its 
expenditures continue to increase. the central bank being 
required to fill the gap between receipts and expendi- 
tures. Faced with dua! pressure from specialized banks 
and the central government treasury. the central bank is 
forced to issue more Money to satisfy the cacessive credit 
demand, thereby creating inflation Such an expan- 
sionary credit policy resulting from the ‘coordination 
effect” of the treasury and banks. and the inflation that 
it engenders make the transformation of capital into 
imcome a bottomless pi! 


The conversion of capital into imcome is bound to 
impede the norma! operation of the economy with the 
following consequences |) It forces the excess issuance 
of currency. leading to inflation Once capital 1s con- 
verted into income although credit can continue to lead 
a fictitious super increase in savings deposits through 
credit, the source of this fictrtiou. capital can be put into 
circulation in the form of credit However, since the 
conversion of capital to income can gobble up a large 
amount of credit funds. a severe loss of credit funds and 
an intensification of the capital shortage may ensue 
Moreover. the steady expansion of demand for capital 
will force the central bank to issue too much currency, 
thereby propelling a tremendous mse in prices that 
produces sustained inflation 2) Serous damage to the 
overall balance of government credit As a result of the 
fictitious government revenues resuiting from the ficti- 
thous reporting of losses as profits. the government 
falsely distributes this revenue im turn The result ts 
bound to be a false balance of government credit 
Because profits and taxes that enterprses pay on ficti- 
thous income are actually paid for with loans, it appears 
that profit and tax obligations to the government have 
been met when actually bank loans have been used to 
pay falsely owed government revenues This produces a 
seeming balance but an actual imbalance in government 
credit. As a result, some credit funds have no maternal 
backing This 1s bound to increase the non-economic 





national income. In fact, this excess distribution shows 


nomic development. (Footnote: See Guo Wanging “On 
the Conversion of Capital to Income,” CAIMAO 
JINGJI, Issue 11, 1990). 4) Seriously hurts the ability of 
enterprises to accumulate their own capital and to 
— enterprises’ falsely reported ts are 
not that y bor created but taking funds 
by reducing the 

pay the profits and 


year 

only causes serious of bank loan funds, but means 
that the enterprises have an ever heavier burden to bear, 
which directly impairs enterprises reserve strength to 
develup production and to improve economic returns. 


4. Rational Delineation and Dual Regulation Some ideas 
For Further Increasing Reform. 


The conversion of capital to income and its bad effect on 
the economy fully expose the mayor shortcomings of 
reform thinking that calls for the delegation of authority 
and the granting of concessions: Such thinking fails to 
take into consideration that key production elements 
must be subordinate to the goal of increasing value. and 
that the ownership of each of the elements of production 
must serve to realize this principle economically in 
distnbution relationships. Thus, ideas about reform 
must be in accordance with the distribution principle of 
a matching of investment and returns (risks). They must 
begin with a definition of functions and of nghts and 
interests, be defined by rational distribution, and regu- 
lated by dual tax revenues, and then proceed to a 
separation and a preliminary distribution of revenues 
commensurate with ownership nghts and further distn- 
bution of revenues commensurate with tax receipts. 
thereby realizing a combination of an equity system and 
a tax revenues system as the correct avenue for the 
rational distribution of national income (Footnote 2 
See Zhou Shuxin [0719 2885 2450}: “Thoughts About 
and Choices of Distribution Relationships in State- 
Owned Enterprises.” CAIZHENG JINGII, Issue 11. 
1990) 
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Hy the so-called definition of rational distribution is 
meant a differentiation of the functions and different 
interest onentations of investors maximization of 
returns of assets, Operators maximization of returns on 
operations, and workers maximization of wage income 
in order to obtain a balance the interests of the 
three for ultumate realization of the economic perfor- 
mance goal of a maximization of enterprise profits. 
(Footnote See Zhou Shuain: “Get Out of the Erroneous 
Zone of Income Distribution Imbalance As As 
Possible,” ZHEJIANG XUEKAN, lesue 4, 1991). This 
may be used as a basis for further delineating the assets 
of central government departments, local governments 
al all levels, social groups (1 enterprises and 
entrepreneurial blocs), and indiv that correspond 
io their separate independent mghts and interests. Enter- 
prise profits are to be shared and losses are to be borne 
by central government departments, local governments 
at all levels, social groups, and individuals according to 
the percentage of their investment for a fundamental 
solution to the problem of who is responsible for profits 
and losses in the system of “self responsibility for profits 
and losses.” The a ee Se and rational delineation 
of property ownership relationships enables investors to 
be responsible for preserving capital and increasing the 
value of their own assets, and to exercise their assets 
ownership nights function at any time as returns on 
assels permit, repositioning assets or operators. Opera- 
iors are responsible to investors for results obtained from 
the operation of assets. They are spurred by their own 
interests and limited by investors to do all possible to 
optimize the means of production and the work force in 
combination to do a good job in substituting key ele- 
ments so that returns from enterprise assets are maxi- 
mized under the existing assets structure. Laborers are 
responsible for the results of their own labor. They are 
also driven by their interest in maximizing wage income 
and they are limited by the operators. can also 
consciously improve their labor skills or change labor 
methods. and they can convert to the best of their ability 
some consumption funds into production funds. Gov- 
ernment in its role as manager will be detached from 
market operations and above all economic entities, 
acting as an impartial and authoritative “arbitrator” of 
problems and conflicts among economic entities in the 
operation of the economy. In this set up there can be no 
dual or multiple status as manager, investor, operator. 
and worker. nor can there be counterlimiting relation- 
ships) Under this system of mutually restricted and 
balanced multiple interest entities, the conversion of 
capital to income can be avoided. 


While re-instituting the above distribution onentation, a 
turnover tax single category, consisting pnmaniy of a 
product added value tax, and an income tax, consisting 
mostly of a tax on returns from assets for multi-level, 
multi-direction tax regulation may also be instituted By 
this 16 meant a single added value tax on the added value 


of enterprises’ products, and a category regulation tax 
the levying of a resources and product regulation tax on 
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special consumer goods). It means institution of a mult 
level profits tax on the profits from assets that all 
property owning entities receive (levying 4 tax on the 


returns from assets of central government 
local governments at all levels, social and indi- 
viduals), and regulation through a fund 


— fonda) hun comprised moutly 
reserve ) A transaction tas 

of a product added value tax would be collected from 
dealers, and it would serve as state regulation of enter- 
prise profits in advance. An income tan 

mostly of a tax on profits from assets would be 

from investors, and it would serve as state regulation of 
enterprise profits after the fact. This would 

break down economic blockading sepa: 
ratism, providing a real foundation for promoting the 
rational movement of assets. _- category regulation 
and control exercised through turnover tax, and 
multi-level and multi-direction control exercised 
through the income tax controls the direction of flow and 
the volume of flow of enterprise profits, thereby control- 
ling the pattern of distribution among multiple interest 
entities of all profits The single category and 
control of the transaction tax controls the value of 
enterprises’ products to promote a rational readjustment 
of product prices on the basis of enterprises’ product 
production costs and market demand for the automatic 
regulation of the use of resources, and 

returns from special consumption The multi-level, 
multi-direction regulation and control of the income tax 
controls the profits from assets of all economic entities, 
spurring all economic entities to weigh the advantages 
and disadvantages of the percentages of accumulation, 
consumption, and reserve funds, automatically read- 
justing individual distribution preferences. Such dual tax 
revenue regulation and control not only can control the 
direction of flow of capital, eradicating the conversion 
routes for changing capital into income, stimulating 
more equitable compensation for the use of funds, but it 
can also permit each beneficiary to get its due without 
vying with each other in the normal cycle of assets 
accretion and flow of profits for a rational allocation of 
resources 


Therefore. on the basis of the foregoing conception, 
further reforms must be made to climinate completely 
the conversion of capital unto income. Specific reforms 
are as follows. 


|. Control of assets at cach level. A complete assessment 
of enterprises’ existing assets should be used as a basis 
for a clear division of the unitary state ownership of 
assets into plural ownership of different assets, and a 
corresponding asscts control agency established. This 
agency. together with reform of the assets control system, 
should be used for the founding of a commercial assets 
administration mechanism based on the commodity 
economy. using bonds and shares as a means of moving 
step-by-step toward the sale of some en ses making 
small profits, and the state-owned assets of medium and 
smal! enterprises to non state-owned social groups and 
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individuals thereby promoting the Wanefer and the 
buying and selling of aesets acroes al, sector, and 

lines. Not only would thee clarify the lmite of 
feturns of individual assets bul would aleo cheek to a 
Certain catent the degree to which capital is converted to 
ihoome 


2. Exercise of juredition at separate levels Designate 
individual spheres of invesument in termes of the eco 
hoMIC juriedition of contral goverament departments 
gy at all levels, social groups, and indi- 

. Making this designated eoonomn jurisdiction 
and invesiment sphere the basis tor future reform of the 
government financial sysicr and the bank credit system. 
all possible done to make the funds distributed to each 
generally commensurate with the investment tasks they 
perform for a tough limitation mechaniwm in which 
economic authority aod the supply of funds are property 
matched Generally speaking central government 
departments are only in charge of (he construction of 
and investment in large bas facilities and key projects 
nationwide in which local govermmcnts at all levels may 
purchase shares Local governments ai all levels are in 
charge of the construction of and ravestment in regional 
basic facilities. publn utilities and key projects in which 
central government deparimenis may purchase shares 
Social groups and individuals mostl invest in building 
construction for business purposes and if renovation of 
CAPANSION Projects in which central government depart: 
ments and loca! governments at all levels may buy 
shares The complete scparation of economic authornty 
stops local governments at al! levels. social groups. and 
individuals from ultimately relying on the tate for 
investment funds 


3. Multiple level bank credit’ Mulupie level contro! of 
assets and the crxcrciec of auihortty al separate levels can 
form the basis for colsbiishing attendant central banks 
and local banks to mec: neers for level-bydevel control 
of assets, and level-yy jevc! exercise of authority In 
accordance with the rule thal asects determine respon. 
sibility.” the central bank constantly creates basic cur: 
frency, using reloan plan. to lend the basic currency to 
central government specialized banks and local banks 
Then, as their own credit plane permit. the local banks 
retend the currencs to loca! speciahved banks after 
which both the central government and local govern- 
ment specialized hanks «wou loans to central govern: 
ment depariments and to loca’ powernments at all levels. 
social bodies. and individuals im accordance with the 
tule that “savings determine loans and constant conver- 
sion of loans into savings. applying basic currency and 
the currency multupler effect for steady creavon of 
savings money Level-by-teve! bank lending and re- 
lending pians increase the central bank's ability to regu- 
late and contro! al! specialived banks and local banks 
while amultancousl ‘cinforcre the credit relationship 


between hanks and central government depaniments 


— at all levels social groups and ind- 





4 Multilevel fecal budgets 
that should Be subject to enterprise control in accordance 





with each other to separate. and individually balance 
sateach separate level This should form the basis 

for — phy dy -tit,.. 
vernment tas bureau and government tas 


and the attendant decentralized tas 


Under this system enterprise product added value 
ar well as regulation taxes and tases 


TL 
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4 
: 
; 
f 
i 


ee ee oo eae 
ment tas bureau The central government tas 
would collect tases on returns from assets of central 
—— departments and local 

vel as well as multidirectional base tases, thereby 
truly achieving “single level political authonty, single 
level administrative authority single level financing. and 
single level budgeting 


© Feonomic (Checks and Balences, and Mechantom 
Several Problems Currently in Urgent Need of 


The appearance of multiple entities for the distribution 
of national income since the advent of has 
resulted. to a very large extent. in the consumption and 
ultemate formation of natronal income accumulations 
hot being controlled through government distnbutions 
Although policy restriction can play a certain 

role in the government financial disinbutrons in 
economies and in the financial distributions of micro 


which benefits. capital. and costs are components. and 
that 1s internally and caternally integrated for the elim- 
ination root and branch of the conversion of capital to 
imoome 


| Beginning to build a benefits restriction mechanism 
that combines responeitilitices mghts. and intercets It 
necessary to begin with transformation of the enterprise 
system and change of the mechanism. using perfection of 
the contract system. the leasing system. and the share 
system to truly sever enterprises’ dependence on the 
state for the creation of an environment permeated with 
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( apital ing in 1983. That 
real 


retained 6 that very year In 1986. actual reta 
profit increased to 454.83 millon yuan. or 33.9 percent 
of net income Coupled with the enterprise depreciation 
fund. thes kind of profit enabled the 
on a 600 millon yuan project and took the first big step 
toward self-deve t In 1987, the enterprise 
retained 611.26 mi yuan in real profit, or 383 
percent of its net income The corresponding figures 
were 801.23 mithon yuan and 42.2 percent for | 988. 
98463 million yuan and 436 percent for 1989. and 
1,199.810,000 yuan and 43.3 percent for 1990 The 
“production development fund” portion of retained 
profit and the enterprise depreciation fund together 
boosted the enterprise's self-development capability that 
year to | bilhon yuan With that kind of economic 
muscle ( aprtal plans to use enterprise funds to increase 
stee! output from 4.3) millon tons in 1990 to 7 million 
tons during the Exghth Five-Year Plan We can see from 
these numbers that, once Capital was able to keep 30 
percent of its net income as retained profit after paying 
all sorts of taxes and charges to the government. it 
showed a budding capacity for self-development and 
self-transformation When the proportion reached 40 
percent. it became fully capable of self-development and 
self-transformation 


If we mecrease the proportion of an enterprise's net 
mcome to be retained as profit and cut the proportion of 
taxes and other levies. would that mean a reduced flow of 
revenue into government coffers’ From a static view- 
point. thes certainly would be the case But, if we take a 


z 3: 


developmental point of view. it 8 fot so Suppose 
enterprise s fet income is Constant In that case, 


the proportion of retained profit increases, 
revenues would necessarily decline Hf net 
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if 
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in absolute terms. even though it accounts for a smaller 
share of net income This has been precisely Capital’ 


Capital's net income was 176.92) million in 1978 
and that had 6 %-fold wo 2,625,840,000 
yuan by | In 1978, the enterprise spent 171.42 
we le SS a ae © SS ee OP 

and other charges to the government In 1990. 
and other charges claimed a smaller share of the 
enterprise's net income $7 percent. but amounted to 
1,499.1 20,000 yuan in absolute terms, four umes what 
the government collected from Capital in 1978 Let us 
look at the results of the contract system in 198), 
Capital's first year under the contract qo, the gov- 
ernment collected 472 V4 million yuan c in 
the form of taxes and profits, or 8° } percent of its net 
income In 1990 the government netted |.499,1 20,000 
yuan from Capital in the form of taxes and profits. §7 
percent of its net income What Capital paid to the 
government in 1990 was 3.1 7-fold what it did in 198). If 
we compare the first year of contracting with the 10th 
year. there was a drop of almost 33 percentage points in 
the share of net income that went to the treasury. In 
absoluic terms. however. the amount of taxes and other 
charges paid to the ment increased 2 | 7-fold, with 
revenues rising 31.40 million yuan for every percentage 
point drop on the average This is why When propor- 
tionally less net income ends up in the treasury, the 
enterprise gets to keep more moncy as profit, which 
makes it more financially capable of developing produc- 
tion And when the enterprise increases its net income as 
a result of expanded output, | means more revenues for 
the government in absolute terms In this dialectical 
process, proportionally less income goes to the govern- 
ment. leading to a more revitalized enterprise, which 
means more revenues for the government The key here 
is increasing the enterprise's total net income. that is. 
enlarging the “pie Capital has been able to do this 
because its contract system has a mechanism that makes 
it possible for the enterprise to increase net income 
considerably on a lasting bas This mechanism can be 
summarized as follows 


First. “setting fixed targets at one end and leaving the 
other end open” “Setting fixed targets at one end” 
means determining the amount of it to be paid to the 
state and the rate of increase as well as the kinds of taxes 
payable and the tax rates and keeping them unchanged 
during the contract period Judging from capenence. the 
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latier is even more important (nly by faing the amount 
of payment to the state can we give enterprise Meaibulity 
at the other end and maaimize the enthusiaam of enter: 
prise workers lo increase earnings Afier paying the state 
in full, everything clee thal remains to the 
—" 4 This 18 af incentive for the enterprise to do its 
best higher its am, Gs greater the amount of 
profit it gets to retain to spent on technological 
transformation and seli-devciopment This creates the 
material conditions for raising productivity and 

the scale of production. thereby increasing 
total net income considerably 


" total wages to the amount of profits 
. lmking the merease im total net 
imeoome to the vital interests of enterprise workers. This 
way the enterprise creates the human conditions for 
het income To get a pay raise, the enterprise 
worker must first help the enterprise realize more | 
Because turnover taxes are collected before are 
. ereasing profits also means increasing taxes 
and net income result 1s a benign cycle To increase 
his own wages. the employee works to increase net 
imcome Since the pegging coefficient between total 
wages and profits realized 1s less than | (0 8 1), and since 
amount of profits realized was far larger than the 
wages when pegging started the steady increase in 
wages has been accompanied by a steady drop in 
ratio between total wages. on the one hand, and 
and taxes realized. on the other In 1981, when 
fact system was introduced the average monthly 
a Capital worker was 7! 16 yuan. By 1990. it has 
2.9 umes to 280 yuan. Yet the ratio between 
and profits and taxes realized fell from 
.152:1 mn 1981 © 0.1241 in 1990. This way a mecha- 
nism for continuously increasing the enterprise's surplus 
labor rate was formed making possible a sustained 
increase in its net income Between 198), the first year of 
contracting. and 1990. per capita profit and taxes at 
Capital rose } 4-fold from 6.11)! yuan to 26.861 yuan 


i 


afeeF 


Ht 


The overall goals of the enterprise were broken down. 
and all emplovees at al! levels were given specific tasks in 
accordance with the principle of division of labor in 
socialized mass production and the principle of com- 
bining responsibilities with mghts and interests The 
result is a responsibility system that embraces all 
employees The goal of this internal responsibility 
system is to improve the enterprise's overall profit. At 
the heart of the sysiem is advanced scientific manage- 
ment. Its restraint is the principle of distribution 
according to labor |! unleashes the enthusiasm of every 
single worker to the maximum and forms the mass basis 
for fulfilling the enterprise's Contract system to the state 


Fourth, all-staff contracting Contracting at Capital is 
not individual contracting or contracting by the leading 
group, but all-staff contracting In other words, all its 
workers are on contract to the state The economic 





expression of all-staff contracting is the above 
pene eae euaney (ee eae 6 Ge enaaes 


HF 
i 
352) 
il 
if! 


: 
‘ 
aL 


iu 
AE 
th 
i 
fale 


ment revenues It embodies the idea that to increase 

revenues. we must rely on the masses and 
combine the increase of such revenues with the improve. 
ment of the people's maternal life 


Does Capital's contracting experience have universal 
significance” Can it be duplicated extensively ’ [passage 


be an intrinsic function of 
enterprises owned by the people Enterprises 
should be and. as proven in the case of Capital, can be 
the principal player in the investment game To be the 

in the invesiment game. the actual 
retained profit of an enterprise musi amount to al least 
percent of its net income in the first stage and exceed 
percent in the second stage This proportionate 
increase does not occur at a time when the enterprise + 
total net income remains constant. it docs not come 
about at the expense of the state Instead. what has made 
it possible 1s a mechanism that enables the enterprise to 
increase its net income substantially im a sustained 
manner while ensuring a steady prolonged growth in 
government revenues Contracting at Capital has uns. 
versal significance precisely because 11 has developed 
such a mechanism 


A diametrically opposite response is this The only 


function of large- and medium-sized enterprises owned 
by the whole people is to maintain simple reproduction 
It 1s not their bus»ness to expand reproduction The state 
1s the only principal player in the investment game The 
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wale of eapanded reproduction at an musi be According to the fundamental tenets of Mao Zedong's 
determined by the state Between 85 and 90 percent of = financial thought and judging from the enterprises 


and contracting occur after taxes are P 
yey yp yy 
plan in essence will bring back and perpetuate the 
sivation in which the enterprise has to turn over 85 
percent of its net income to the government. Under the 
pilot project. after paying turnover taxes, the enterprise 
8 tO Pay Moome fate at the rate of 35 percent (or, as 
proposed in 1990, at 33 percent.) down from 55 percent 


when it builds houses to increase output or to provide 
housing for its workers. What the enterprise 1s left with 
after all this is taken care of is its “retained profit,” a 


enough to cover collective welfare expenses and hand out 
bonuses The way the financial pie is sliced determines 
that the enterprise limit itself to maintaining the scale of 
simple reproduction If pre-tax loan repayment is abol- 
ished in favor of after-tax loan repayment without 
raising the depreciation rate correspondingly. the enter- 
prise would have difficulties just maintaining simple 
reproduction When that comes to pass, the enterprise 
will be incapable of self-transformation and self- 


put an end to the practice in which the treasury swallows 
up 85 percent of the enterpnse's net income and allow 
the enterprise to keep a reasonable portion of its net 
mmcome as profit that is actually at its disposal. The 
central goal of structural reform is to transform large- 
and medium-sized enterpnses from government append- 
ages into commodity producers capable of expanded 
reproduction Accordingly. raising the share of an enter- 


the debate that has been going on among enterprises and 
finance departments in recent years. 


an enterprise armed with ihe financial 
expanded reproduction is a lasting 







source of revenues for ihe government Say a 
hen lays | f you remove 90 percent of the 

that is, only one chick will be hatched In 
other reproduction is maintained. So 
even keep removal rate at 90 percent, you 
can at Most keep removing Hine eggs (in the other hand, 
span Goartags Go ep coneve) Ge Bom 8S persons to 


percent, then five chicks will be hatched by the five 
anne oP. In other words capanded reproduction 
to take place By reducing the egg removal rate 
40 percent, you can remove just five eggs in the first year 
In the second year, however, you can walk away with 25 
and even more in years to come In the case of 
Cupieal, since the growth in the share of retained profit is 
achieved by increasing the volume. the amount of reve: 
nues collected did not decrease in the first year before 
increasing in the second year as in the analogy above 
Instead, revenues have been growing cach year at a 
dozen percent or so Revenues collected by the state in 
the form of profits and taxes made up §) percent of net 
income in 1990. down from 987 percent in 1978 
Despite this decline, what the state collected from Cap- 
ital quadrupled. absoluicly speaking between | 478 and 
1990. Suppose we reckon as revenues the increase in 
fined assets that results from investment using retained 
profit but that comes under state ownership Between 
1990, then, Capita! paid to the government a 
total 632,270,000 yuan in the form of profits and 
taxes and another 2.4 billion yuan in the form of new 
fixed assets. (Between 1979 and 1990. the enterprise's 
new fixed assets amounted to 3.707.760.9000 yuan on all 
Of this amount, | 3 billion yuan was cotimated to have 
resulted from depreciation funds and siate invesiment 
while 2.4 billion yuan was derived from technological 
transformation financed by retained profit ) Add the two 
and you have 12,232.270,000 yuan During the same 
period, the enterprise realized a total of | 4.685,090.000 
yuan in profits and taxes. which means that it contnb- 
uted a total of 83 percent of its net income to the state in 
the form of profits. and taxes, and new fired assets 


As we study the issue of revenues and retained profits 
relative to the net income of an enterprise we may do a 
comparison between Capital Iron and Sicel Complex 
and Anshan Iron and Stee! Complex [uring the Seventh 
Five-Year Plan. Capital realized a total of 9 709,900,000 
yuan in profits and taxes. of which $9 percent were paid 
to the state in the form of profits and taxes So the 
enterprise actually retained 41 percent of 11s total real- 
ized profits and taxes Through self-accumulation and 
expanded reproduction financed with retained profit, tt 
was able to increase its total net income. boosting the 
amount of realized profits and taxes to 2.625,000,000 
yuan by 1990 This is more than two times the total 
profits and taxes realized by Anshan. which hes a larger 
scale of production, thus catapulting ( apital into the 
ranks of leading enterprises in the nation Despite the 
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enterprises 

government had no choice but to cut taxes pad reduce 
the amount of steel it was required to sell to the state at 
low prices under the plan in order to increas: the amount 
that the enterprise is free to sell on its own. The state's 
bail-out of Anshan is consistent with its preferential 


waiting unts | 
position before bailing it out. the situation would have 
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Capital contract 


Shangha: Metallur. 
/ In 1978 Capital and 
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4.3) milhon tons, Shanghai's, 5.07 million tons Capy 
tal's oulpul was 85 percent that of Shanghai: Rolled vtec! 
output in 1978 Capital's and Shanghai's rolled see! 
output was | 17 million tons and 1.6 milhon tons 
respectively Capital's output was 42.5 percent that of 
Shanghai. in 1990, thei output was 1.8 millon tons and 
4.45 million tons, respectively Capital's output was 45 
percent that of Shanghai Judging from these data. 
Capital has taken a tig vinde forward compared to 
Shangha: The latier. on the other hand. has lost ground 
badly in terms of the actual maternal being produced 
1s steel Oulpul grew only |2 percent and its 
sieel Output increased os: >) percent in those |) 
years between 1979 and | 4 oan say that, basically, 
it maintained simple repr. ” During the ame 
period, Capital's steel outp. d rolled steel output 
increased | 46-fold and 2 24 !o.d respectively. carrying 
out expanded reproduction by doubling output If we 
look at the value indicators. Capital realized 
1.827,000,000 yuan more in profit in 1990 compared to 
1978 while profit dropped 740 millon yuan at Shanghai 
in the same penod Profits and taxes paid to the govern. 
ment Capital paid |.129.000,000 yuan more in profits 
and taxes in 1990 compared to 1978 while Shangha: paid 
150 millon yuan less Enterprise-retained profit ( apital 
retained |.135,000,000 yuan more in profit in 1990 
compared to 1978 Shangha: retained 90 million yuan 
more In terms 0; value. Shanghai 1s clearly on the wane 
What are the reasons for the great setback” Haven't the 
workers at Shangha: been working hard” No. The 
workers of Shangha: including those ai Shangha: Mei. 
allurgical Bureau. are at the forefront of the nation in 
terms of both quality and fighting spirit What has 
caused the setback 1s the failure to carry out a Capital. 
style contract system at Shanghai Hence its declining 
capacity for self-transformation and self-deveclopment 
In the end. this has not done the state or the enterprise 
any good By carrying out the contract svsiem. in con- 
trast, Capital has made itself capable of self- 
transformation and self-devclopment By enlarging the 
“pre.” the enterprise has grows. the workers standard of 
living has gone up. and the revenues paid to the govern. 
ment have also doubled Facts speak louder than words 
Is there still any doubt about the universal applicability 
of the Capital contract system to similar enterprises” Not 
to me Of course, when 1 comes to actually duplicating 
Capital's experience, we must move cautiously 
depending on the specific circumstances 


In short, judging from Capital's cxpenence. when it 
comes to dividing up the net income between the state 
and a large- or medium-sized enterprise, we should 
continue to concentrate on ways of increasing the total 
net income, that 1s. on making the pie larger. in accor- 
dance with Mao Zedong’s financial thought: The policy 
on distributing the net income between the state and the 
enterprise should be one that can increase the net income 
rapidly In fiscal matters. our only basi hope 1s to handle 
the distnbution relations between the state and the 
enterprise in accordance with this line of thinking 
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Sheashen Official Discusses Shareholding System 


VC LOIASA Hong Kone CHING CHI TAO PAO 
/ECONOMIC REPORTER) in Chinese No 44. 
4 Now ¥/ mp As 


a by Loang Liansen (2733 1670 2773) and Wu 
en (070) 7180) “Practoe Proves that the Share 
holding System Reform bo 0 Goad Veiap=ven Sue fe 


Special Interview of Hew J (1776 2529 | 344), 
Chairman of Shenshen City’s Restructuring of the Boo 


nomen System Commiumon”. first two paragraphs in 
iHlahos 1s a source-supphed introduction) 


[Teat) Mow Jengan. chaurrman of Shenzhen City's Restruc 
raring of the Economy System Commission, has been to 
Hong Kong several times on inspection tours, and the 
reporters have had long conversations with him about 
evervthing under the wun 


bvervhods in Shenzhen knows that Shenzhen owed its 
rapid rive in the 1980's to reform and opening up. uf 
it hopes to continue to grow in the 1990's, ut mast still rely 
on reform and opening up In recent years. clamors for 
expanding reform and further opening up have grown 
imcreasinel) lowd and as the vanguard paving a socialist 
path with ( hinese characteristics, how should 

pave a new path for Chinas reform and give play to its 
role as the experimental ground” For answers, we con- 
ducted a serves of special interviews of Chairman Hsu 
Jinean of Shenzhen s a. 2 Economic 
Syetem Commission. who is also a University 
professor and deputy director of the Shenzhen Stock 
Exchange The first interview us about Shenzhen’s reform 
im favor of the shareholding system and about the securi- 
tres market 


{Hsu} Let us first talk about the basic situation Since 
Shenzhen first implemented the shareholding system 
reform on 1986. 108 shareholding enterprises have 
appeared |? of those are restructured state-run 
enterprises. the rest are newly-formed shareholding com- 
panies. and six of those are listed compames Statistics 
gathered from 84 of the shareholding enterprises indi- 
cate that the average profit to investment ratio in 1989 
was 16.7) percent. compared to the city’s industrial 
enterprises’ average of 13.73 percent. Five of the listed 
companies profits rose an average of 97 percent in | 988. 
}989. and 1990, their net assets grew 1.3 fold im three 
years ime But the state-run enterprises under the city's 
jursdiction saw their profit plummet in those same 
years Practice proves that the shareholding enterprises 
have more vitality and are supenor to the onginal 
state-run enterprises 


Pressure From Shareholders 


Why are the shareholding enterprises even better than 
the state-run enterprises” It 1s very simple: The share- 
holding enterprises have more pressure If the state-run 
enterprise factory directors fail to complete their con- 
tracted responsibilities, all they have to do 1s write a 
report to their supenors complaming about the weak 
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skew toward consumpi.on Enterprises are willing to 
spend more on benefit and bonuses bul less on 
ment 


In the past, we blamed it on the factory directors and the 
managers’ short-sighted behavior, but in fact, it is a 
phenomenon found not only in Shenzhen but is wide- 
spread in all state-run enterprises nationwide This dem- 
onstrates that such a phenomenon has nothing to do with 
the factory directors’ or the managers’ behavior. It only 
proves that the state-run enterprise system still has many 
defects, namely, enierprises have no motivation to accu- 
+ Mulate and have 99 means to accumulate Since all 
accumulations eve \'ually go to the state and to all the 


eee GS Oe eee Se Sa © & 


Thus, many problems have emerged in enterpr 
orginal intention of our reform was to link distnibution 
to enterprise performance Those that performed well 
would get a bigger bonus, those that did not do so well 
would get a smalier bonus, and those that did not 


on sheer re ~~ The daring ones hand out 
more and the less daring hand out less Everybody 
all out and competes to hand out more bonuses. If all 
enterprises want to hand out money. their consumption 
funds will necessanly exceed their development funds 
The state cannot check on everybody. It is like using 10 
fingers to keep down 10 fleas. It simply will not work. We 
must have an internal restraining mechanism Thus. if 
we only reform enterprises’ distribution method but do 
not make corresponding reforms to the traditional public 
ownership system or establish an enterprise self- 
accumulation mechanism, we will inevitably lose control 
over the consumption funds Socialist countnes have all 
expenenced serious inflation in the midst of reforms. 
and this 1s the reason why 


What 1s the state-run enterprises’ solution” They can go 
back to the old way of controlling all income and 
expenditure cent and retain the traditional public- 
ownership system But obviously this 1s not going to 
work. Or they can turn to the private-ownership system 
Of course the small enterprises can do so, but it 1s against 
socialist principles for the large- and medium-sized state- 
fun enterprises to follow suit. Today, the only option is 
to adopt the shareholding system We can let the state 
and the staff and workers own the property mghts to 
enterprises. The state can be separated into central and 
local governments. and the staff and workers can be 
separated into those that work for the enterpnse and 
those that do not The shareholding company’s surplus 
profit will go to the workers as dividends, and the 
- accumulations will go to the shareholders. The essence of 
letting the workers own stock 15 not just to let them share 
, in the enterprises’ income but also to let them share in 
the benefits generated by enterprises’ growing assets and 
increased accumulations. If enterprises have more assets. 





self 
[Reporter] Please tell us about the Shenzhen stock 
market 


{Hsu} Today, there are two types of shareholding com- 
panies in Shenzhen One is internally-held 

companies where only entities or the staff 
workers can own shares. other 1s listed companies 
that issue stock to the public. The former is the majority. 
Since 1987. six listed companies have been approved. In 
1988, Shenzhen only offered one stock and one securities 
company Its monthly volume of transaction came to a 
little more than 100,000 yuan. In 1989, three stocks were 
issued, and there were three securities companies, with 
monthly volume of more than 2.6 million yuan. In May 
1990, there was a “stock market craze,” with volume of 
transaction topping |10 million yuan, and by June, it 
reached 2.6 billion—the market value of five stocks 
reached 2.8 billion yuan, |3.3 tomes their face value of 
210 millon yuan at issuance 


Ups and Downs— The Agonizing Problem 


[Reporter] Many Hong Kong people pay close attention 
to the development of the Shenzhen stock market, 
because it Solin 0 emai dium @ amimann The 
Hong Kong people want to know what kind of problems 
is the Shenzhen stock market facing, and what are the 
government and the average citizens’ attitude toward the 
market 


[Hsu] When stocks are traded in the market, there will be 
ups and downs. A year or two ago. the market soared. 
and the investors made a lot of money. Someone wrote 
me a letter saying that if someone bought 10,000 yuan 
worth of stock, a few days later it turned into 100,000 
yuan and more, with t like that, who would want to 
labor for socialism” That is a good question The stock 
market encourages people to invest. Will this create a 
polanzed wealth-versus-poverty situation” Does it vio- 
late the principle of distribution according to work” Last 
October stock prices began to drop. Some people lost 
money They cned. Of course, nobody has jumped off 
tall buildings yet. but if someone had. would the incident 
be denounced as a capitalist phenomenon in a socialist 
society” Thus it seems that the stock market 1s no good 
whether it 1s up or down, and the government indeed 
finds this to be an agonizing problem. There have been 
heated debates among people from all walks of life in 
Shenzhen and even in Beying. In my opinion, we should 
first clanfy one important question, and that 1s, under 
socialist conditions, should we have a stock market” 


Capitalist stock markets have been around for more than 
300 years. and they are still being developed and per- 
fected today Worldwide, as a new way to organize 
property rights and circulate funds, the shareholding 
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sysiem plays a positive role which is indispensible The 
shareholding system goes beyond the bounds of private 
capital to achieve socialization of capital. Its effects are 
manifested in its ability to raise huge sums of capital in 
society quickly to achieve the scope of management 
needed by socialized great production. It lets capital 
circulate freely in society and moves funds from the 
sunset industries and the low-efficiency enterprises to 
the burgeoning and high-efficiency indusines and enter- 
prises. It puts enterprise management under society's 
supervision, and instead of being responsible to individ- 
uals, the managers are held responsible to the public 
Thus. the shareholding system greatly increases the 
degree of socialization of factors of production. Past 
socialist practices already proved that although the tra- 
ditional —_ ownership system has abandoned the 
system of private ownership of factors of production, it 
itself has become a closed, ossified system Socialism 
should consciously utilize the shareholding system which 
is a product of modern civilization and remove the 
shackles of the traditional public ownership system in 
order to develop and perfect itself. 


The stock market's role in helping to develop and perfect 
the socialist economy is increasingly clear. First, if 
enterprises are to develop, they must solve the problem 
of securing a source of funds. Before, there was only one 
way, and that was to borrow money from banks. Now, 
enterprises can make use of the stock market to raise 
capital. Second, the stock market is a good way to turn 
consumption funds into production funds. Today, the 
country’s urban and rural areas have 800 billion yuan in 
savings, and if we add the 200 billion yuan cash in the 
hands of the citizens, we have | trillion yuan. According 
to the thinkings of the planned economy, this would 
mean producing | tnilion yuan worth of goods. That was 
the old equilibrium concept. In this country. on the one 
hand. the banks have huge sums of deposits, and these 
deposits can be withdrawn at any time. They can be 
considered consumption funds. On the other hand, 
enterprises are short of production funds. If the bank 
deposits can be used to Suy stocks, the money will be 
turned into production fur.ds. To enterprises, borrowing 
means debt which must be repaid, but stocks can be 
direct investment. To the citizens, since distribution was 
tilted toward individuals, their savings have grown. 
What should they do with the money” Should they be 
encouraged to eat, drink, whore, and gamble? That 
would go against the socialist spiritual civilization. 
Should they be encouraged to become capitalists? That 
would be against socialist principles. Encouraging them 
to invest in stocks would be a better solution. To the 
country, it would also be a better way to attract idle 
domestic and foreign funds. Furthermore, developing 
the stock market 1s an inevitable consequence of the 
development of the commodity economy. 


The stock market will always have some problems. For 
example, there will always be ups and downs, and there 
will be under-the-table transactions, bribery, and corrup- 
tion, and in the last 70 years, we have had two global 
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stock disasters. Bul despite , hot @ single siock 
market has closed, and the world’s stock markets are still 
growing and being perfected Shenzhen’s stock market is 
no exception. We are in the midst of tightening the legal 
system and adopting a senes of measures to improve 


Management 


Speculation, Suicide, and Privatization 


[Reporter] What other concerns are there with regard to 
the shareholding system reform and the stock market’, 
What should be done” 


[Hsu] Today there are still people who are concerned 
that the shareholding system and stock issuance will 
change the essence of the public ownership system and 
lead to privatization. In my opimon, such concern is 
unfounded Overall. the public ownership system will 
still be the main system, that will not change China has 
1.6 tnihon yuan worth of state-owned assets, and after 
the revaluation, they should be worth about 2 trillion 
yuan. The urban and rural citizens together have | 
tnihon ey in savings and cash, and even if they took 
out half of that, or 500 billion yuan, to buy stocks, it 
would only come to one-quarter of what the state-owned 
assets are worth. The Chinese citizens cannot possibly 
buy up all the state-owned enterprises. Thus the socialist 
foundation is solid. In fact, the 500 billion yuan used to 
buy stocks can be used to make other investments, and 
that in turn will become state-owned assets. How can 
privatization take place” This 1s the first point. 


Second, all monopolized industries and trades and all! 
enterprises with monopolized profits will not adopt the 
shareholding system. The state will have controlling 
interest in all large state-owned enterprises relevant to 
the national economy and the people's livelihood, and 
the percentages of control stock the state holds will vary 
depending on circumstances. 


The kinds of speculations and social risks stock issuances 
may bring are also hot topics in Shenzhen. What do we 
think of these speculations? Since stocks are non- 
refundable and can only be bought or sold, when buying , 
and selling stocks. one should look at how good or bad 
the enterprises are. In fact, only through buying and 
selling stocks can we prompt enterprises to improve 
performance and facilitate fund circulation. As for the 
price differences, they are what the stock market is 
about 


In the traditional Chinese mind, speculation is a derog- 
atory term. But in economics, the word implies seizing 
an opportunity to reap an anticipated profit by assuming 
risks. In fact, investing in a factory or a business 1s also 
taking responsibilities and risks. Speculation should be 
looked at as seizing an opportunity to make money. In 
this sense, there should be nothing objectionable about 
it. ° a 


We must prevent excessive speculation. Sharp increases 
and sharp falls in the market can lead to social insta- 
bility. The soaring Shenzhen stock market last year was 
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4 sign of the market's immaturity, or we should say, the 
vernment was to blame, because too few stocks were 
offered. If there are no new stocks being offered, 
can only keep on buying and selling the same old 
~— gh fA - will keep on rising. This year 
stock prices tum and people lost money. To ™ 
when people take out money to buy stock, and if pric « 
drop, of course they will lose money, but this is not 


they borrowed from loan sharks to speculat 
in stocks. If they lost money and the creditors demanded 
payment, it could drive some to commit suicide. For this 
reason, Shenzhen has strict regulations prohibiting state- 
owned enterprises from using bank loans to speculate in 
stocks. Meanwhile, it also warns the citizens not to 
borrow money to speculate in stocks. If someone refuses 
to heed the warning and is eventually driven to suicide, 
I do not think an y should get upset. I once joked 
that there are auto accidents everyday, and there are 
traffic fatalities, and so if someone should jump off a tall 
building because he was bankrupt by the stock market, 
we should not blame the stock market. Reform in favor 


of the shareholding system is a ificent undertaking, 
and in truth, some of its negative $ are unavoidable. 
A Very Significant Reform of the 1990's 


[Reporter] What will Shenzhen do next to promote the 
shareholding system” 


{Hsu} .° the phe be contract responsibility system in the 
1980's, shareholdi system will be a significant 
anomadee) s. Shenzhen will go all out to 
promote this reform. We padre reorganizing all state- 
owned enterprises, internally-linked enterprises, and for- 
eign funded enterprises that are efficient, that have a 
good foreign exchange-earning record, and that have 
potential into publicly-held shareholding companies. 
They can issue stocks publicly and list their stocks in the 
market or trade them over the counter. We will allow the 
intenor provinces’ shareholding companies to list their 
stocks in the Shenzhen stock market if they meet the 
requirements. By the year 2000, we hope to have 100 
listed companies. Those that are not qualified to become 
listed companies but are relatively well-managed and 
have net assets of more than 5 million yuan can set up or 
reorganize themselves into internally-held shareholding 
companies with shares owned by legal entities or their 
own staff and workers. By the year 2000, we hope to have 
1,000 internally-held shareholding companies. They will 
be the main form of shareholding company, because they 
play a role irreplaceable by any other type of company. 
The objective of the shareholding system reform is to 
reform enterprises’ internal management mechanisms, 
but it is impossible to create a large number of publicly- 
held companies; most will have to be internally-held 
companies. So, to achieve the goal of shareholding 
system reform and achieve the transformation of enter- 
prises’ management mechanisms, we should reorganize 
some of the state-run enterprises into internally-held 
shareholding companies. 
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We should say that Shenzhen's shareholding sysiem is a 
new creation. It is a reform under the condition of the 
public-ownership system. Ii has to resolve some unique 
problems not found in the capitalist markets. 
‘sample, we are in the midst of establishing a stock 
market regulation fund, that is, we will be using eco- 
nomic means to regulate and stabilize the stock market. 
This is something not found in Hong Kong's stock 
market. Shenzhen's shareholding companies have shown 
and will show even more vitality, which proves that this 
reform is indeed a very good thing. 


Article Says Financial Condition Stable in 1991 


92CE0266A Beijing JINRONG SHIBAO in Chinese 
2Jan 92pi 


Unattributed article: “China's Financial Condition 
emained Stable in 1991") 


[Text] The financial statistics through the third quarter 
of 1991, which JINRONG SHIBAO has been authorized 
to release by the headquarters of the People's Bank of 
China, shows that China's economic and financial con- 
ditions continued to develop steadily in the first three 
quarters of 1991. 


A normal amount of money was put into circulation. The 
8.57 billion yuan that was put into circulation in the first 
three quarters of 1991, which was 12.92 billion yuan 
more than was put into circulation in the first three 
quarters of 1990, was the most money put into circula- 
tion in a first-three-quarters period in recent years. By 
the end of September 1991, the market money supply 
was 273 billion yuan, an increase of 18.7 percent. Cash 
revenues and expenditures for the first three quarters of 
1991 could be characterized mainly as follows: |. With 
regard to the net increase in the rural money supply, the 
total net supply was 197.87 billion yuan, or 15.9 percent 
more than in the first three quarters of 1990, and 14.9 
percent more than in the first three quarters of 1990, 
expenditures for procuring agricultural sideline products 
accounted for most of the increase. While some prov- 
inces and cities suffered from the worst flooding and 
waterlogging disasters in 100 years, we reaped the second 
biggest bumper harvest in history, which increased the 
amount of money put into circulation in rural areas, with 
our expenditures for procuring agricultural sideline 
products reaching 105.75 billion yuan in the first three 
quarters of 1991, or 5 percent more than in the first three 
quarters of 1990. The second biggest net increase was to 
rural credit agencies, with the increased expenditure 
going mainly to disaster relief and production self- 
assistance; the net expenditure to rural credit agencies 
for the first three quarters of 199! was 64.16 billion 
yuan, 16.13 billion yuan more than in the first three 
quarters of 1990, or an increase of 33.6 percent. 2 

Consumer expenditures increased steadily Banks paid 
out 348.87 billion yuan in wages and other individual 
expenditures in the first three quarters of 199), 49.28 
billion yuan more than in the first three quarters of 1990, 
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of an merease of 16.5 percent, 3. Withdrawals of com- 
modity pledges from circulation was strong. Commod- 
ity-sales income for the first three quarters of 199! was 
66.58 dillon yuan more than for the first three quarters 
of 1990, an increase of 16.1 percent, The steady increase 
in withdrawals of commodity pledges from circulation 
ensured a steady increase in th) amount of money put 
into circulation in the first three quarters of 199) 


ihere was a growth in all types of savings, and a 
readjustment of lending structure. By the end of 
September 1991, all types of bank and credit agency 
savings had increased 294.35 billion yuan over the 
beginning of 1991, of 62.17 billion yuan more than in the 
first three quarters of 1990, enterprise savings had 
increased 105.52 billion yuan over the ——s of 
1991, or 34.86 billion yuan more than in the first three 
quarters of 1990, for an increase of 7.4 percent. This 
shows that enterprises’ ability to pay has increased 
steadily along with steady production improvements and 
further market activities. By the end of September 1991, 
savings deposits of urban and rural residents throughout 
China had increased 162 billion yuan over the end of 
1990, or 11.47 billion yuan more than in the first three 
quarters of 1990, which shows that current consumer 
mentalities and expectations are quite stable and tend 
toward the long-term. 


All bank and credit agency loans increased 192.82 billion 
yuan over the beginning of 1991. This includes bank 
loans, which increased by 146.87 billion yuan over the 
beginning of 1991, or 3.91 billion yuan more than in the 
first three quarters of 1990. The increases went mostly to 
industnal-production enterprises. agriculture, and fixed 
assets, where loans increased 49.95 billion yuan, 47 
bilhon yuan, and 17.95 billion yuan. respectively, over 
the beginning of 1991. Fixcd-assets 'oans increased 
29.26 billion yuan over the first three quarters of 1990, 
for an increase of 164.9 percent, this was higher than any 
first-three-quarters increase in recent years. cultural 
loans increased §.28 billion vuanr over the first three 
quarters of 1990, for an increase of 19.2 percent, while 
loans to industrial-production enterprises fell 9.46 bil- 
lion yuan compared to the first three quarters of 1990 
These new increased lending changes were basically in 
line with the state's industrial structure policy and 
demands to clear up “triangular debts.” 


There was a continuous increase in foreign exchange 
reserves. By the end of September 1991, our national 
foreign exchange reserves had reached $39.96 billion, or 
$11.37 billion yuan more than at the beginning of 1991, 
for an increase of 39.8 percent, this was the biggest 
first-three-quarters increase since 1985. Our national 
foreign exchange balance and the Bank of China's for- 
cign exchange reserves increased $8.81 billion and $2.56 
billion, respectively, over the beginning of 1991, which 
shows the further growth of China's foreign economic 
contacts and foreign trade 


Concerned specialists at the People’s Bank of China 
port out that. while the growth rate of our industrial 
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production was quite in 1991, the problems 
overstocked finished and poor economic perfor: 
mance have certainly not been solved completely, 
Although public funding. was caved and all savings 
increased considerably in 1991, the lending structure 
still umbalanced. Thus, banks at all levels must continue 


to adhere to the policy of “ tative control and 
structural adjustment” and adjust 
emphasize priorities, opt for loans and restrict 
ones, act strictly in with loan approval 


dimensions, make overall plans for all loan onentations 


strengthen 
non-bank financial institutions. 


INDUSTRY 


Newest Motor Vehicle Plant Visited 


92CE0247C Hong Kong CHING CHI TAO PAO 
/ECONOMIC REPORTER] in Chinese No 48, 
2 Dec 91 p 25 


[Article by Ho Chieh-hsia (0149 3381 7209): “Engi: 
China's New Motor Vehicle Industry Base—A Second 
Huber Firm”) 


| Text} Shiyan City, located in northwestern Hubei Prov- 
ince, OSS ee industry city that came into 





had an opportunity to visit this huge 

interview the plant manager, Chen Qingtai [7115 3237 
4141], to gain an understanding of how Second Auto 
developed. 


Extremely Huge Scale 


According to Chen Qingtai, Second Auto is China's 
largest new motor vehicle industry base. Its construction 
began back in 1969. After energetic development over 22 
years. Second Auto has become a huge group, and this 
group has radiated into 24 provinces, municipalities, 
and autonomous regions throughout the country. It has 
founded 294 enterprises, eight trading corporations, and 
262 technical service stations, employs 300,000 staff, 
and has an annual output vaiue of more than 9 billion 


yuan. 


At the nucleus of the Second Auto group is the Number 
2 Autmobile Factory, which presently has 35 branch 
plants. more than 80,000 staff, 24,000 pieces of equip- 
ment, and covers an area of 1.53 million square meters. 
For the most part it produces the East Wind series of 
trucks and cross-country vehicles, turning out 140,000 
vehicles annually. 


Four Centers 


Plant manager ( hen said that motor vehicle production 
1s a high technology industry. Second Auto has gathered 
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together (he beet ot (he domestic and foreign machinery 
itiduatrs Mabie oad use of Rew technologies, hills. 


Materials afd cguipment 


' that four large centers have been set up to 
coord production. These four centers are the 
assomhly tocheveal equipment, and traimung centers 


The by center hae mere than 600 motor vehicle 
i lieve |!) of whieh ate automated The pro. 
ola and hot processing, and spe- 
cial teche The assembly center's equipment is 
advanced and te hnologrcally rehable, ensuring the 
quality of Uke Motor vehrele component manufacturing 
afd complete vebicle assembly 


linen ite beck 


duct 


ogee XN 


The technical center employe |,900 staff, 1,100 of whow 
are engineers and techacans The technical center has 
6) specially-equipped scientific research offices for 
motor vehicle Product development, technology and 
Materials fesearct), been technology, and computer and 
microelectronns technology In addition it has the 
largest motor velvele test site in China, a complete road 
simulation system an electronic hydraulic fatigue testing 
Mac hioc acomplete vehicle-testing turntable, an engine: 
testing table. an environmental testing room, an elec- 
Tron scanning Microscope. an 1BM 438! and 
Mode! 41)! computer system, and large, modern 
dengening losing and inspection equipment This forms 
a complete system for comprehensively developi 
motor \ehicle products. matenals and technology 


The outfitiine center coments of aa motor vehicle out- 


fitting production plants employing more than 10,000 
workers on¢ contaming more than 5,500 pieces of 
ment Tho outfitteng center has special machine 


automated production lines. and parting and heat pro- 
cessing equipment. as well a8 pigs. accessories, cutting 
tools and meas unne tools for manufacturing and main- 


tenance |) 1 able to provide full technological equip- 
ment fo producing altering. and designing motor vehi- 
cles 


The trarning center coments of exght large and medium- 
wre inetitutvons of hweher education, including the Hube) 
Motor Veh ic Ene oeenne Academy. whose facilities 
are advanced and complete in every way. The center is 
able to trarn 90.000 workers annually, « also trams more 
than 209 college ereduates and 500 polytechnic and 
technica! schoo! graduates for Second Auto 


Pfferts To Cain Markets 


Speaking about future development, plant manager 
Chen sand that the Second 4oro Group adhered to the 


principles of anom covelty. and mutual benefit 
lt has deve’oped isteral wee lakes on accordance 
wih a om praduchon onentatiion for more 
rational uw wrces. It has emproved the group's 
strength on parts and components, expanded the range of 
vehicle alleracons and differently equipped vehictes. 


in market competition 
In addition, the plant has worked hard to develop 
cooperation with others According to plant 
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Output of Raw Materials Jan-Dec 1991 


HK0702095092 Beijing CEl Database in Englioh 
? Feb 92 


[Text] a (CE1)—Following is a list of the output of 


























raw in January period of 199! 
released by the State Statistical Bureau 
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 abeemimim 10 aan vn) 447 trade enterprises to take the right course of developing 
Coptaee preabe te 10,000) va “4 Tg equal C.. | man: 
= 2 ae ee . responsity y 
Alumaum predece | 10,000 44.98 0: of industry and trade typhi dy 4 
‘mmo | 10008 192.22 14658 =—aagency system The orientation of reform is correct, In 
Sulphunc-wen ore 10,000) 1338.53 i2sie4 «= booking at the new afier having been in effect 
+ so0004 30846) more than sia months we see striking results. From 
vesagners oF? January to June (99). imports and caports nationwide 
tents | 10,00000 1906 yoo increased 74 percent and 17 $ percent, respectively, 
Anite val heverd 10,0000 270.45 2106) compared with the same period in ae 
om (000) | das8s6 | d0n058 MIA Was also further optimized, foreign trade Operations 
a obviously became more orderly, and economic efficiency 
Plc gee 10,000 0996 26 80159) Fone somewhat However. the system still has e number 
Notes Thom, cu mm - cubic meter, ¢ - case of problems and contradictions The purpose of this 
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World's Longest Diversion Tunnel Built in Gansu 


OW 1901093492 ng XINHUA in English 
(02 GMT 13 Jan 92 


[Test] Lanzhou, January |} (XINHUA)—Pandaoling 
diverwon tunnel, believed to be the world’s longest, was 


completed Sunday in northwestern China's Gansu Prov- 
ince after more than five years’ construction, XINHUA 
learned today 


The tunnel has a total length of 15.723 km and is of 
(he province s project of channeling water from 

River to Qinwangchuan wasteland in the same province. 
The total length of all the main canals of the project will 
be 86.94 km 


The giant propect will consist of 33 separate tunnels with 
a total length of 75.14 km, said local officials. 


According to the officials, the tunnel was jointly built by 
Chinese and Japanese technicians and workers 


The Japan Kumagai Gumi Co., Lid won a bidding for 
the project in 1985 


FOREIGN TRADE, INVESTMENT 
New F 
Se SPAS CED ee, CHS 


¥2CE02034 Beying CAIMAO JINGII [FINANCE AND 
TRADE ECONOMICS) in Chinese No 11, 11 Now 91 
pp 37-60 


1. Problems in the New Foreign Trade System 
The problems can be summarized in the following three 


(1) The new foreign trade system is hindered by the old 
economic system. For the past |) years, the reform of 
China's economic system has achieved great success. 
However. a number of factors hindering economic devel- 
opment stil! exist from the old economic system. 

to deepening reform stil! not having completely 

oped t the economic system and because it 
started off first in the foreign trade system, it was 
inevitable that the old economn system would impede 
the new foreign trade system and make unavordable the 
following contradictions 


| Contradiction between equal competition and the 
financial responsibility system The financial responsi- 
bility system instituted nationwide in 1988 made clear 
what were the main interests of local governments and 
aroused their enthusiasm However. at the same time, it 
caused regional separatiom market blockades, chaos in 
economic order. distortions in the actions of local gov- 


: 


ments. and unequal competition between enterprises. 
The new foreign trade system. guided by the principles of 
unified policies and equal competition. strived to change 
the unequal competition of the past by —- 
subsidies for cxport lowes and centralizing retention 
foreign exchange However the old financial responsi- 
bility system. which has yet to be thoroughly reformed, 
still hampers the actions of local ments and enter- 
prises. The widespread climate of unequal competition it 
has engendered has caused the climate of equal compe- 
tition created by the new foreign trade system to be 
limited and partial Crenuine equal competition has been 
very difficult to institute 
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) Contradiction between feadjusting the trade mia and 
the old pricing system The di economn parame 
tere and confused economic w@nals caused by an ifta 
tional pricing system has hampered efforts of the new 
foreign (rade system to optimize product Mia of imports 
and caports The irrationality of the pricing system 
shows up Mainly if prices for fesource-type products, 
which are too low, and im prices for manufactured 
products. which tend to be high) This seriously con: 
strains optimization of China's foreign trade mis 
Because domestic fixed prices for raw and semifinuwhed 
materials. energy products and oil, and coal are caces- 
sively low. t 18 far more advant s to try to export 
them than to vell them domestically The strong inchina: 
tion to sell them abroad further exacerbates domestic 
shortages of raw and semifinished materials and energy 
At the same time, excessively high domestic fined prices 
for manufactured goods, plus an irrational tax system, 
make it more advantageous to try to sell them domesti- 
cally This results in a clear inchnation to sell domesii- 
cally In looking at umports, we see, on the one hand, that 
excessively hiweh prices of domestic durable goods for 
consumers have caused the import of these goods to 
exceed the country’s capacity. On the other hand, 
methods used to distribute imported goods and mate- 
rials according to domestically allocated prices with 
financial subsidies have ied to disastrous results. with 
demand for imports ever increasing. their unbndied 
introduction. and thei poor utihization. Giving full play 
to the new foreign trade system against the huge back- 
drop of an irratronal pricing system has brought chaos 
This ts because elimination of export subsidies has first 
of all meant large reductions in the export of high-loss 
goods. which essentially are goods which are highly 
processed This, in fact. departs from the goal of the new 
system to optimize product mix of China's exports and 
to improve their quality 


(2) Fretvions in shifting from the old foreign trade system 
to the new and effect of exchange rate changes. Generally 
speaking ihe foreign trade contract management respon- 
sibility sysiem has been a success It has promoted the 
developmen: of China's foreign trade by arousing the 
enthusiasm of vanous regions and sectors for foreign 
trade and by substantially unifying the “responsibilities. 
authorities, and benefits” within enterprises However. 
just as it was foreseen when the system was drawn up and 
its program put into effect. the climate created by reform 
of the whole coonomic structure has made it impossible 
for it to solve a number of problems in the devclopment 
of foreign trade In certain aspects, even implementing 
the system has hindered the realization of the new 
foreign trade system 


| The foreign trade contract management responsibility 
system has been implemented on the basis of ackne |- 
edging and guarantecing differences im costs, forcign 
exchange retention. and export planning that have his- 
toncally taken shape in the vanous regions, sectors, and 
enterprises Thesc differences in themselves constitute 
sources of unequal competition, and the contract system 
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has further strengthened a climate of compet 
lion CS. eS 
between regions sectors, and enterprises This has led to 


short sighted actions and interests and a macrorconomn 
of the export product mia implementation of 
the contract system and the effects i has have 


vienificantly increased resistance under the new system 
lo promote unified ies and equal competition 
is why the system retention 
broad ¢ of di | a Se Swe 
foreign t system pul into and the pohcves it 
implemented based on the caport values which required 


competitive policy established on the basis of the 
vious three rs of unequal competition and the 
unequal ts that had been obtained The legacy of 
unequal competition created under the old system will 
substantially weaken equal « ition between local: 
lies and between enterprises in the new situation In the 
short run, thie will make normal operations of the 
mechanisms of equal competition quite difficult 


2 One of the aims of the foreign trade contract manage- 
Ment responsibility system is to enable regions, sectors, 
and enterprises to institute responsibility for their own 
profit and loss for certain costs and compensations in 
order to open the way for foreign trade enterprises 
ultimately to become totally responsible for thei own 
profit and lows. However. the principle method under the 
contract system of helping localities and enterprises 
institute responsibility for their own profit and lows 1s to 
develop foreign exchange markets and implement com- 
pensatory use of foreign exchange As a practical matter. 
the state has not and should not permit localities and 
enterprises to use gains from profitable goods imported 
into the domestic market. such as high-quality durable 
consumer goods, to compensate the costs of exports 
This would make it difficult for them to institute respon- 
sibility for their own profit and lows and also involve 
increases in export volume. The resuli would be a 
long-term contradiction between the state demanding 
foreign exchange or demanding renmint: and then a new 
cycle reappearing. Without the vicious cycle having yet 
been broken. local governments and enterprises together 
implementing contracts with the state and eliminat 
export subsidies to institute responsibility for profit 

loss could again get t im the old vicious cycle It 
could very possibly in local governments. under 
guidance pressure and inducements of benefits to the 
main body of the regional coonomy. deciding to demand 
foreign exchange to extract themselves from difficulties, 
thereby making « hard operate a new system with 
responsibility for profit normally 


Frequent adjustments of the renminbi exchange rate also 
make it more difficult to implement the new foreign 
trade system. Adjusting the renmint: rate of exchange to 
a high valuation, in the long run, provides a positive 
stimulus to the development of China's export trade 
However the frequent downward adjustments of the 
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world markets for the best prices and aside from strengthen the aed hh 

roduc ing administrative and cosas muchas internationally by continuing to deepen of the tas 
possible the most important way for the trade sector to —s collection system. effecting regulation of enter. 


strictly observe a break-even point is, (hrough indepen. 
dent Management to either accept fewer goods whose 
costs in terms of forewgn exchange exceed the break-even 
pont. Aol accept any of them, or force down their 
purchasing prices However. it 1s difficult for the indus 
trial sector to tolerate lower prices on its caport 

which were not very profitable in the first place Inev- 
tably, some of the goods meant for sale abroad are 
circulated on the domesin market, and integrating 
industry and trade becomes more difficult, Ultimately. 
hes affects the interests of export trade and those of the 
whole country 


Il Measures lo Caarantee Normal Operation of the New 
Foreign lrade System 


Analysis of problems and production factors associated 
with the new foreign trade system shows that. if we are to 
channe! its operations onto a normal course and fully 
develop China's foreign trade in & positive manner, we 
have to adopt the following measures 


| We must quicken the overall pace of economic struc- 
tural reform to enable the new foreign trade system to be 
built on an even firmer foundation The deepening of 
overall economic structural reform and 18 success are 
external conditions needed for the new system's normal 
operations Although economic structural reform is now 
steadily deepening. owing to problems and contradic- 
trons with macroeconomic structural reform and oper- 
ating mechanisms the external coordination needed for 
norma! operations. mainly with respect to prices. finan- 
cral adminiiration, and tax collection, still does not 
ext Thies has substantially impeded the new system's 
operations and has also affected its functioning We 
musi gradually expand reform to eliminate these 
external obstacles First. we should speed up the pace of 
price reform We must establish a better balance in the 
price relationships between . especially between 
resource goods and technical goods and. at the same 
time. abolish dual-track pricing If we are to cope with 
international competition. we should gradually intro- 
duce prcing mechanisms of the international market 
This will enable foreign trade production enterprises to 
institute independent management and fair competition 
on the basis of accurate price signals and will advance 
integration of import and export goods and ,~ 
of macroeconomic resource deployment , we 
should gradually reform the financial responsibility 
sysiem We could consider gradually using a tax sharing 
system to supersede the local financial responsibility 
systems With financial revenue being divided between 
the central government and local governments according 
to tax categones and with companies functioning on the 
basis of clearly defined authonty from the central and 
local government. government administrative interfer- 
ence in enterprises would be reduced. thereby enabling 
them to truly institute independent 1 and 


responsibility for profit and loss. Third, we should 
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have emerged from trying out the foreign trade 
system, we could consider making the transition 
foreign trade purchasing system to the agency 

enterprises pan 


trade production 
enterprises And in consideration yb 
differences in the cost of exports. the foreign 


+ 
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chmate we should be cautious in adjusting renmint 
exchange rates Ex rates are bound to be adjusted 
of China's foreign 


pressure on supphers and customers and at the same 
time spurs an increase in exports. it 1s also foreshadows 
repeated cxchange rate adjustments, ultimately 


profit and loss or having to fulfill contract quotas. In the 
short term. we should preserve a stable foreign exchange 
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rate for the renminb: to reduce eachange fate pressures 
on trade enterprises with respect to ity 
for t and low. thereby guaranteeing normal 
operation of the new system 


4 To further perfect the new system, we should formu: 
late and institute measures which will link up the parts to 
form a whole |) The State Council should establish a 
control department which would oversee implementa- 
tron of the new foreign trade sysiem and provide coor- 
dination between relevant sectors so that overlapping 
authorities would be prevented and fnctions that might 
be created would be contained 2) Contract quotas could 
be implemented with flexibility It 1s not necessary to be 
overly rigid Awards could be instituted for localities and 
enterprises which do well with respect to fore 
exchange retention. credit. and tax collection 
“responsibilities. authorities. and benefits contained in 
yornt contracts between local governments and foreign 
trade enterprises should be more clearly defined. giving 
enterprises greater independence and room to 
maneuver 4) We should rapidly resolve problems con- 
cerning authorized export drawbacks above the plan and 
their prompt reimbursement. wimplify procedures for 
tracking and converting foreign . and speed up 
allocation of funds to enterprises with exchange 
retention quotas and allocation of funds to those who 
repaid the central authonties for foreign exchange sub- 
sidies This would resolve for foreign trade enterprises 
the artificially created difficulties they are having with 
funds circulation 4) We should continue to correct 
unhealthy tendencies in the industry. carefully investi- 
gate cheating on drawbacks and problems relating to 
panic buying at high prices and underselling. and make 
further improvements in the orderly functioning of for- 
ergn trade The climate thus created will guarantee the 
system's normal internal operations $) We should pro- 
mote integration of industry and trade by adopting 
practical measures which ensure that benefits are prop- 
erly shared between foreign trade enterprises and pro- 
duction enterprises 6) We should rapidly institute a 
system in which the state underwrites export credit to 
make it possible for foreign trade enterprises to assume 
political and economic nsks that occur abroad in the 
course of foreign trade operations 7) We should consider 
establishing a special trade compensation fund to com- 
pensate foreign trade enterprises for possible losses 
imcurred while engaged in impor and export transac- 
trons related to foreign policy needs of the state 
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Labor Productivity. Salary Increase Examined 


HK 1001084792 Beying JING YANJIU in Chinese 
No 11. 20 Now 91 pp 29-32 


Arucle by Hu Changnuan (5170 2490 2541) of the 
wd University of China: “New Consideration Con- 


cerning Relations Between Improvement of Labor Pro- 
ductivity and Salary Increase’ —written in September 
1991. edited by Song Mingz: (1 345 2494 131 1)) 
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{Text} That the rate of improvement of labor produc: 
tivity must exceed the rate of salary increase, a principle 
which we were and are supposed to follow, is an unal- 
terable, eternal objective law If this principle is violated, 
the economy will not grow. In fact, this refers to the 
national economy as a whole Judged from individual 
sectors and indusines, the situation is different. For 
some sectors and indusines, the rate of improvement of 
labor productivity should be lower than the rate of salary 
increase, while for other sectors and industries, the rate 
of improvement of labor productivity should be h 

than the rate of salary increase Viewed from indivi 
sectors and industries, the principle that the rate of 
improvement of labor productivity must be higher than 
the rate of salary increase does not exist If we obsti- 
nately insist that everything should be conditioned by 
such a principle without exception, it will not only be 
detrimental to the development of certain sectors and 
industries, but also obstruct the growth of the economy 
as a whole 


1 Rat of Salary Increase for Agriculture, Forestry. 
Shouid Be Higher Than Growth Rave of Laver” 





Given a certain level of scientific and technological 
development at a given period of time, due to the 
extremely different effects of natural and technical con- 
ditions on different sectors and industnes. a country’s 
development level and labor productivity growth rate 
are also extremely different Today. the level of scientific 
and technical development in China ts low. and her 
industries are not yet highly developed Moreover, China 
has a large agricultural population. and her agriculture 
accounts for a large proportion of the national economy. 
it 1 impossible for China to equip and supply her 
agricultural departments with adequate agricultural 
machinery and highly efficient chemical fertilizers 
within a short period of time. or even for quite a long 
period of time, an extremely great part of China's 
agriculture relies on manual labor, and uses backward 
tools. the influence of natural conditions is very great. 
and its ability to overcome natural calamities 1s very low 
Agricultural labor productivity remains at a very low 
level. Although China's agriculture was somewhat devel- 
oped and its level of labor productivity was somewhat 
heightened in recent decades. especially in the last 10 
years or so. the extent of its development and growth 1s 
far below that of the average level of social products. The 
situation of forestry approximates to that of agriculture 


China's mining industries. including coal. petroleum. 
natural gas. ferrous-metal mining. nonferrous-metal 
mining. chemical mining. and building matenals mining 
industnes. are greatly affected by natural conditions 
They all concern nonrenewable resources. and mining 
changes from nich deposits to poor deposits. from 
shallow to deep mining. and develops from areas of good 
natural conditions to areas of bad natural conditions 
The rate of improvement of labor productivity 1s not 
heightened. but lowered. and labor productivity of a 
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Humber of mining industries even registers an absolute 
decline To increase the output of mining industries, to 
meet the need of the growth of the national economy for 
various kinds of minerals, and to reduce the , 
labor intensity and for the sake of safe production, 
modernized machinery and equipment have been intro- 
duced in a number of mining industries. As the prices of 
imported machines and equi t are high, and the 
production costs and prices of the machines and equip- 
ment made by China herself are high, although the 
consumption of mine workers’ human labor has been 
reduced, the share of previous labor (machines and other 
equipment) has increased, which results in an increase in 
total labor volume included in the minerals. Thus, the 
increased previous labor is larger than the reduced 
human labor Factors in this respect will also lower and 
not raise labor productivity, Some materials industnes, 
mainly traditional materials industries such as timber, 
and vanous kinds of metallic materials (such as pig iron, 
steel products, nonferrous cast metal ingots, building 
matenals and industrial chemicals) initially processed 
from iron ore and fuel, are greatly subject to direct and 
indirect impact from natural conditions (using lots of 
means of production and most of them mi s of low 
labor productivity). Relatively speaking, they are less 
affected by technical conditions (using traditional mate- 
nals and simple processing.) Although the level of labor 
productivity of these sectors and industries is unlikely to 
drop under ordinary conditions, the growth rate of their 
labor productivity is very slow, lower than that of 
average labor productivity in society. 


In the sectors and industnes where the rate of —_ of 
labor productivity is lower the rate of growth of society's 
average labor productivity, and there 1s even no increase 
or some decrease in labor productivity, should we or 
should we not insist that the rate of growth of labor 
productivity must exceed the rate of salary increase” It 1s 
impossible. neither should we insist. If we adhere to such 
a principle in these sectors and industries, the rate of 
increase in the income of the staff and workers of these 
sectors and industrnes will in general be lower than that 
of the staff and workers of other sectors and industnes. 
The income of the staff and workers of some of those 
sectors and industries could not go up for a long penod 
of time, and may even possibly go down. Obviously, it 1s 
unfair, because the slow rate of growth of labor produc- 
tivity of these sectors and industnes (lower than the rate 
of growth of average labor productivity of social prod- 
ucts) does not result from a lack of work skill and low 
labor intensity on the part of their staff and workers, but 
from the serious influence of natural conditions. More- 
over. China's science and technology has not developed 
to such a high level, and 1s limited by the extent to which 
it overcomes the influence of natural conditions. This 1s 
the natural outcome for a developing country in such a 
historical stage. It should also be seen that if such a 
principle is implemented in these sectors and industnes. 
in the course of time the distinctions between industry 
and agriculture and between town and country will be 
widened and the difference between the incomes of the 


9 March 1992 
stall and workers of mining industries and those of 
processing industries will be widened. This is not in 
conformity with the that the three major dis 
tinctions between town country, industry and agri- 
culture, and physical and mental should gradually 
be narrowed in a socialist society, the stage of a 
communist society, and is unfa to the develop- 
ment of agriculture, the foundation of the national 
economy, and of energy and raw and semifinished mate- 


rials indusines. 


The principle of to each according to his work 
ticed in socialist countries. In accordance 
principle, staff and workers of equal labor skill 
intensity, working in any sectors and industries, 
receive more or less the same wage income. 
there is no reason why the wage income of the staff 
workers of these sectors and industries should 
than that of those of other sectors. Hence, before us | 
the following situation: On the one hand, the growth 
of labor productivity in these sectors and 1 
lower than that of society's average labor 
the labor productivity even goes down, that 
growth rate is lower than the rate of increase 
national income. On the other hand, the rate of 
increase in these sectors and industries must be 

less the same as the growth rate in other sectors and 
industries. In other words, the average rate of wage 
increase in various production departments of social 
products is more or less the same as the rate 

national income. This results in the fact the rate 
wage increase in these sectors and industries inevitably 
exceeds that of labor productivity. That is to say, in 
agriculture, forestry, mining industries, and some raw 
and semi-finished materials industries, that the rate of 
wage increase exceeds the growth rate of labor produc- 
tivity is the law of China's economic development at the 
present stage, and is of objective inevitability indepen- 
dent of human will. If this law is abided by, it is possible 
for the national economy to achieve steady and coordi- 
nated development. Violation of this law will be pun- 
ished, and will obstruct and even damage the steady and 
coordinated development of the national economy. This 
has been fully proved by the historical experience over 
several decades in China. During the “Cultural Revolu- 
tion” and the two years that followed, China did not 
raise the purchasing prices for agricultural products, 
prices for agricultural products were too low, there was 
no proper increase in the peasants’ income, the initiative 
of the peasants for production was senously frustrated, 
agricultural production went down, the peasants were 
unwilling to sell their farm products to the state, and 
there was serious tension in the supply of grain, cotton, 
edible oil, vegetables, meat, poultry and eggs, milk and 
other nonstaple foods in cities. It was necessary for 
China to use her quite limited reserves of foreign cur- 
rency to purchase grain, cotton, oil and other foods and 
agricultural raw matenals from abroad to supply the 
urgent need in cities, so as to maintain the stability of the 
state. Based on such a situation, the CPC Central Com- 
mittee resolutely adopted forceful measures to raise by a 
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big Margin the purchasing prices of agricultural ucts 
and increase the proper income of the peasants Thus the 
rate of increase in the peasants’ income caceeded the rate 
of growth of labor productivity, and greatly enhanced the 
initiative for production of the peasants. who enthusias- 
tically supplied cities with grain, edible oil, cotton, 
vegetables. and nonstaple foods Hardly one year had 
elapsed before the problem of strained supply of farm 
products in cities was basically solved, and large 
amounts of precious foreign currency were saved for use 
on other urgent needs Moreover. we also adopted mea- 
sures similar to those for agricultural products to raise 
the prices of coal, raw iron, timber, and a number o/ raw 
and processed materials so as to increase the wage 
income of the staff and workers of these sectors and 
industries, which heightened their initiative for produc: 
tion and increased the supply of goods and materials in 
peat shortage and eased the tension of market supply 

above analysis shows: That the rate of growth of 
labor productivity must exceed the rate of salary increase 
does not apply to agriculture, forestry, mining industries 
and some matenals industnal depariments and indus. 
tres of the national economy where the rate of growth of 
labor productivity is lower than the rate of growth of 
social average labor productivity. It is neither wise nor 
feasible and even harmful to insist on the implementa- 
tion of such a principle in these sectors and industries. 
However, various enverprises of these sectors and indus- 
tnes should also strive to improve their labor produc- 
tivity, increase the income of their staff and workers, and 
make greater contributions to the state. 


2a 
AD ey beg — 1 yoy 
the Geonte © of Labor varie 


Ordinary processing industnes refers to traditional pro- 
cessing industries, such as metallurgical processed prod- 
ucts, machinery and electrical products, general chem- 
ical industrial products, general machinery and 
equipment, general trucks, passenger cars, tractors, loco- 
motives, vehicles, and steamships. The direct and ind:- 
rect influence on the production of these sectors and 
industnes of natural conditions is rather small, and 
influence by technical conditions 1s rather great. In these 
sectors and industries there is ample scope for scientific 
and technical development and their technological appl:- 
cations. In the introduction of advanced technical equip- 
ment and technology, there is a fundamental difference 
between these sectors and agriculture, forestry, and 
mining industnes. Although the shares of previous labor 
increase, those of living labor greatly decrease. which 
results in a tremendous reduction of total labor volume 
included in the commodities. Thus the living labor 
decrease 1s much higher than the previous labor increase. 
and the rate of growth of labor productivity 1s rather fast. 
Its rate of growth should in general exceed the rate of 
growth of social average labor productivity. It should be 
pointed out that the fact that the rate of improvement of 
labor productivity in these sectors and industries exceeds 
the rate of growth of social average labor productivity 
mainly results not from the stepping up of labor skill and 
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labor intensity on the part of the staf! and workers of 
these sectors, but from the utilization of advanced tech- 
niques and technology And advanced techniques and 

are acquired due to investment and transfor- 
mation of existing equipment or the import of advanced 
techniques and equipment, and not mainly due to the 
heightening of labor skill and labor intensity on the part 
of the and workers. Obviously, based on the prin- 
ciple of to each according to his work, wages of the staff 
and workers of these sectors and industries should also 
be paid according to their labor performance in terms of 
quality and quantity Generally speaking, the rate of 
their wage increase should be more or less the same as 
that of other sectors and industries. Thus, the follow: 
situation appears: On the one hand, the rate of growth 
labor productivity of these sectors and industries is faster 
than the rate of growth of social ——> labor produc- 
tivity, that is, faster than the rate of growth of the 
national income, on the other hand, based on the prin- 
ciple of to each according to his work, the rate of wage 
increase should be more or less the same as that of other 
sectors and indusines. As the average rate of wage 
increase of various production departments is more or 
less the same as the rate of growth of the national 
income, the rate of wage increase of these sectors and 
industries should also be about the same as the rate of 
growth of the national income The result 1s that the rate 
of growth of labor productivity in these sectors and 
industries exceeds the rate of wage increase. 


It can be seen that in ordinary processing industrial 
departments and industnes, the principle of the rate of 
growth of labor productivity being faster than the rate of 
wage increase should be recommended. The increase in 
basic wage and welfare benefits and payment of bonuses 
and allowances should al! be conditioned by the rate of 
growth of labor productivity 


It should also be seen that even when the principle that 
the rate of growth of labor productivity exceeds the rate 
of wage increase 1s carned out in ordinary processing 
industrial departments and industries. cach case should 
be dealt with in a different way As the degree of direct 
and indirect influence on these sectors and industries of 
natural conditions varies, the depth of processing vanes, 
and the extent of advanced techniques and technology 
introduced varies (referring to objective reasons), there 
is quite a big difference in the rate of growth of labor 
productivity. In some departments, the rate of wage 
increase is exceeded slightly by the rate of growth of 
social average labor productivity, while in others the rate 
of wage increase is exceeded by quite a big margin 
Therefore, one should be more flexible in controlling this 
principle, and must not deal with different departments 
in exactly the same way. It is necessary to make concrete 
analysis and study of different departments and indus- 
tines based on their respective specific conditions, and to 
put forward respective limits on the rate of growth of 
labor productivity exceeding the rate of wage increase for 
different departments. The rate of wage increase should 
be exceeded by a smaller margin for some departments. 
and by a bigger margin for others. 
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It can thus be seen that even in departments and indus 
tries which should carry oul the principle that the rate of 
growth of labor productivity must exceed the rate of 
wage increase on should not simply pul forward gen- 
calls. It is of no significance to simply put forward 


general calls 





$B. © te Neswnay Oe New \y Emerging Industrial 
Departments To Put Forward a That the 
Growth Rate of Labor Productivity Be Much 
Faster Than the Rate of Wage Increase 


Newly emerging industrial departments mainly refers to 
depariments developed after World War Il, They 
include the electronics industry. the plastics industry, the 
chemical fiber industry. the aviation and aeronautics 
industry, and new type materials industnes related to 
them. Newly emerging industries have several marked 
characteristics |) When they first appear in the world 
with small ouiput. both cost of production and price are 
high, and when their technology develops with increased 
output, cost of production and price go down rapidly. 2) 
Minimum direct and indirect influence of natural con- 
ditions, and maximum influence of technical conditions. 
3) The fastest rate of growth among various sectors of the 
national economy The above three characteristics of 
newly emerging industnes in a nutshell, mean that the 
rate of growth of labor productivity 1s the fastest of all 
sectors of the national economy 


If the principle that the rate of growth of labor produc- 
tivity is faster than the rate of wage increase is also 
carned out in general in newly emerging industries, then 
the rate of wage increase for the staff and workers of 
newly emerging industries will be the highest in the 
whole national economy In some newly emerging indus- 
tral departments, the rate of growth of labor produc- 
tivity 1s much higher than the rate of growth in other 
departments. and their rate of wage increase 1s also much 
higher than that of other departments. Obviously, this is 
extremely unreasonable. and 1s also unfavorable to the 
sustained, steady and coordinated development of the 
national economy. If this should continue, it will be 
unfavorable to the rapid development of these depart- 
ments, because wages «hich are too high are unfavorable 
to the reduction of the cost of production and prices. 
Under the circumstances that the control of prices of 
some electronic devices and units 1s relaxed, vanous 
departments strive to reduce prices in order to compete 
for sales. And to reduce prices, they have to keep the 
wage level more or less the same as that of other 
departments and industnes With improved techniques 
and in the situation that the reduction of shares of living 
labor consumed greatly exceeds the increase of shares of 
previous labor consumed, a normal wage level will 
accelerate the reduction of production cost and prices by 
a big margin. expand the sales of products, and promote 
the high-speed development of the electronics industry. 
Therefore, for newly emerging industrial departments 
and industnes, whether control of production and prices 
is relaxed or they are controlled by the state, their rate of 
growth of labor productivity must exceed by far the rate 
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of wage increase, otherwise the cost of production for 
newly emerging indusines cannot be reduced rapidly, 
prices will not speedily, commodities cannot find 
ready markets, production cannot quickly develop 


It can be seen that the rate of growth of labor produc: 
tivity of newly emerging industries should not just 
exceed the rate of wage increase, but should exceed by far 
the rate of wage increase. This is also an objective law 
independent of human will, The practice that labor 
productivity of newly emerging industrial departments is 
high and that wages should also be high not only under- 
mines the principle of to each according to his work, but 
also, because the production cost and prices are high, 
means that their products lack competitive power on the 
world market and it is also difficult for them to expand 
sales in domestic markets. Consequently, it 1s unfavor- 
able to the high-speed development of the newly 
emerging indusines, and they will forever be left far 
behind in the world. 
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NIE's Give Lessons on High Technology Industry 
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Article by Huang Xianrong (7806 0341 2837) “Shared 
xperiences of the Four Asian Newly Industralizing 
Economies in the Development of New Technology 
Industries’) 


[Text] The economic development process of the four 
Asian Newly Industralizing Economies [NIE‘s}] was 
closely associated with changes in the world industnal 
structure from inception to take-off. During the 1960's, 
the four Asian NIE’s capitalized on the advantage they 
enjoyed in abundant labor, actively developing labor- 
intensive export processing industries. This started up 
their economies. During the 1970's, the four Asian NIE's 
availed themselves of the opportunity that a worldwide 
industrial shift provided, vigorously developing capital- 
and technology-intensive heavy chemicals industries 
This spurred their economic take-off. With the advent of 
the 1980's, the developed countries initiated an upsurge 
in the development of high technology industries. 
Keeping up with the pace of contemporary development, 
the four Asian NIE’s then set about developing know!- 
edge-intensive new technology industries, which brought 
about the steady upgrading of their technological and 
industrial structure. Through their development of new 
technology industries, the four Asian NIE’s not only 
ensured the fairly high speed continuing development of 
their national economies, but the level of their economic 
development also rose further, making them the finest 
newly industrializing countries and territories in modern 
economic development. 
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In the fairly thorough survey that follows, emphasisis is 
on how the four Asian NIE's developed new technology 
industries The strategies and methods they adopted are 
looked at, and comparisons and conclusions are made 
that capsulize some of their shared eapernences 


1. High Degree of Attention Paid to the 
bevalapeeee of New Technology — 

With the steady application of results of the new tech- 
nological revolution in developed countries, their pro- 
duction equipment and production capabilities became 
stronger for a vast increase in their productivity, At the 
same time, the advantage of abundant labor that devel- 
oping countries enjoyed steadily weakened, and their 
production methods seemed even more backward. This 
further widened the inherent gap between developed 
countnes and developing countnes. Thus, it was out of a 
profound sense of imminent danger that the four sian 
NIE's repeatedly emphasized the urgency to develop 
science and technology They gave important stretegic 
position to the development of new technology indus- 
tres in an effort to use the new technological revolution 
as a turning point for drawing close to the advanced 
countries of the world. To this end, one after another, the 
four Asian NIE's drew up grand development plans. 


During the early 1980's South Korea raised the slogan of 
“Founding the nation on technology,” resolving to vault 
into the ranks of the 10 top high technology powers in 
the world by the year 2000 to become “the second 
Japan” in Asia. Beginning in 1982, South Korea held an 
enlarged technology promotion conference every quarter 
over which the president presided. These conferences 
drew up and redirected policies and measures for the 
development of science and tech . The en 
technology promotion conference in March 1985 
proposed the development of new technology, increased 
investment, and increased output of sophisticated prod- 
ucts as the three main tasks in the development of 
technology for that year. During the same year, it addi- 
tionally drew up a science and technology development 
strategy running to 2000. This strategy held paramount 
place in South Korea's future new technology realm, and 
active planning was done to carry it out. 





In 1979. the Singapore Government made a major 
decision to carry out “the second industrial revolution,” 
actively promoting the wi application of new 
technology to all economic fields to bring about the 
complete mechanization, automation, and computeriza- 
tion of the national economy. Singapore's near-term 

was to become Asia's computer software center by 1990, 
creating a pattern of “Japanese hardware, and Singa- 
porean software.” 


in 1979, Taiwan started to hold several conferences on 
science and technology, as well as science and technology 
advisory conferences, which actively planned the devel- 
opment of science and technology, and raised the need to 
“upgrade science and technology.” In this connection, 
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Taiwan set up a three-in-one “overall promow a” mech 
anism made up of government research units, and 
business enterprises, which drew up a “Sewence and 
Technology Development Plan. as well as an exght part 
tactical medium-term and short-term screntfi. and tech- 
nical development plan 


Although the Hong Kong authorities meddied very little 
in the economy, they also had a posiiive reaction to this 
epochal trend toward the development of high science 
and technology. The 1987 Hong Kong “Governor's 
Administrative Report,” added a section on “overall 
planning of science and technology.” and in April 1988, 
the Science and Technology ( ommission was founded. 


Tay | hk — —poeeee tions To Promote 
Science and Technology 7 . 


In order to manage the development of high technology 
in a planned, organized way for effects. « concentration 
of funds and manpower. each of the four Asian NIE's set 
up, in turn, various resource and management agencies. 


With the advent of the 1980's, South Korea first read- 
justed its scientific and technical organization. South 
Korean research organizations had formerly been under 
various ministries. coordination among which was 
rather poor In order to enhance cooperation and 
exchanges among official research agencies, in 1980 16 
national scientific research organizations were merged 
into six under the central control and coordination of the 
Ministry of Science and Technology. By way of 
improving direction for the development of science and 
technology, South Korea periodically held enlarged sci- 
ence and technology promotion conferences and tech- 
nical discussion meetings. which assembled forces ‘rom 
all quarters to plan science and technology, and to solve 
major problems in the research and development fields. 


The government of Singapore vested the Economic 
Develop nent Board with responsibility for all research 
and development awards. In order to give impetus to the 
development of electronic computers and industrial 
robots, in 1981 Singapore established specialized orga- 
nizations, including the National Electronic Computer- 
ization Committee. This was followed shortly by the 
Computer Bureau, and the Singapore Industnal Robot 
Association. In 1982, the Computer Bureau allocated 
funds for establishment of the Computer Software Sci- 
ence and Technology Center to perform computer 
research and software development In 1983, the Com- 
puter Bureau next set up a National Computer-Assisted 
Design and Computer-Assisted Manufacturing Training 
Committee to study the training of various kinds of 
specialized talent. The Computer Bureau has since 
drawn up personne! training plans to 1995 


The Taiwan authorities set up an Information Promo- 
tion Group in the “Executive Yuan.” Working together 
with more than 100 scientific research units and six 
international organizations, this group established an 
information network for the purpose of improving con- 
tacts between domestic and international scientific 
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research organizations. Taiwan also established several 
research centers. In 1983, for example, it established the 
“Synchrotron Radiation Research Center,” and in | 984, 
it established the “Biotechnology Development Center,” 
and the “Materials Science Center,” which emphasized 
research and development. 


Hong Kong also planned to build the first science and 
technology center in Hong Kong as a hub for government 
encouragement of industrial tech innovation, and 


to strengthen cooperation between industry and aca- 
demia. 


3. Determination of Key Areas of Scientific and 
Technical Development 


The information revolution is the main feature of the 
new tech ical revolution, and microelectronic tech- 
nology 1s the of the information industry. For this 
reason, everyone of the fourth Asian NIE's make the 
information industry the focus of development, semi- 
conductors, telecommunications equipment, and com- 
puters being their main fields of development. In addi- 
tion, they concurrently developed other fields of high 
technology as their individual capabilities permitted. 


The year 2000 long-range technical development plan 
that South Korea drew up in 1984 designated five key 
areas of technology for development. were: (1) 
microelectronics, information, and telecommunications 
technology, (2) fine chemicals and pharmaceuticals, new 
materials, and biological and genetic engineering tech- 
nology, (3) energy and materials substitution technology, 
(4) designing, engineering, and automation industry 
technology, and (5) public welfare technology, including 
environmental protection, medical treatment and 
health. During the 1980's, South Korea emphasized the 
development of three technologies, namely microelec- 
tronics, information, and fine chemicals and pharmaceu- 
ticals in which it scored marked achievements. Take the 
electronics industry, for example, in which South Korea 
successfully developed 256 kilobytes and one megabyte 
dynamic random access memory (DRAM). It is cur- 
rently working on the research and development of a 
second generation five megabyte DRAM to take a posi- 
tion in the forefront of the world in that field. In 1986, 
South Korea accounted for more than |.2 percent of the 
world’s semiconductor production for fifth place in the 
world. In 1989, South Korea ranked sixth in the world in 
the value of its electronics products. In addition, its 
computer industry has become South Korea's second 
largest export industry after semiconductors. Most of the 
computer terminals sold in the United States today are 


provided by South Korea. 


Acting on the basis of its own circumstances, Singapore 
designated |! priority development production sectors 
including automobile parts, lathes and mechanical 
equipment, medical instruments and apparatus, special 
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chemicals and pharmaceuticals, computers and soft- 
ware, clectronics apparatus, optical devices and equip- 
Ment, precision engineering products, electronics com- 
ponents, and hydraulic pneumatic control systems. 
It also emphaized use of new technology to equip these 
sectors. Singapore made great achievements in the devel- 
opment of an information industry. Today, Singapore 
has become a world acknowledged computer software 
city and southeast Asian computer center. It also ranks 
sixteenth in the world in volume of international satellite 
communications. 


Taiwan also drew up 10 key scientific research projects 
as follows: energy science and technology, materials 
science and technology, information sence and tech- 
nology, production automation science and technology, 
biotechnology, photoelectric science and technology, 
hepatitis prevention, food technology, synchrotron radi- 
ation technology, and marine science and tech In 
the electronics industry field, Taiwan is second to South 
Korea in the successful testing and production of 256 
kilobyte DRAMs, and its foreign sales of microcom- 
puters cannot keep up with demand. In 1982, Taiwan's 
information products held 18 percent of the world 
market. 


Hong Kong 1s a free trade port city whose own develop- 
ment and production capabilities are weak, but whose 
high technology trade holds a relatively important posi- 
tion nevertheless. Recently Hong Kong has also 
improved its scientific and technical research and devel- 
opment. During the 1980's, its main field of develop- 
ment was microcomputers, micro-circuit electronics 
equipment for medical treatment, and precision elec- 
tronic measuring devices in which it made very rapid 
advances in some regards. For example, all of the prod- 
ucts of Hong Kong's largest camera manufacturing firm 
are automatically designed, and the quality of its 
medium and high grade cameras is as good as Japan's. 


4. Increased Government Financial Support for 
Scientific Research and Development 

Government financial support includes both direct 
investment in science and technology, and indirect pref- 
erential economic policies. Formerly Asia's four NIE's 
imported their technology. themselves investing very 
little in research and development. During the 1970's, 
developed countries such as the United States and Japan 
invested more than 2 percent of GNP in science and 
technology. but during this same period the four Asian 
NIE’s invested less than | percent of GNP for the same 
purpose. With the advent of the 1980's, the investment 
in science and technology of the four NIE's increased 
substantially, and at the same time they formulated 
various preferential policies to encourage the develop- 
ment of new technology industries. 


South Korea's research and development outlays as a 
percentage of GNP were 0.48 percent in 1970 and | 
percent in 1983, rapidly escalating to |.4 percent in 1984 
and 1.81 percent in 1986, and reaching 2.4 percent in 
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1988. Plans call for an increase to 3 percent by 2000, By 
way of fostering the development of new 
production, South Korea also promulgated a series of 
preferential policies, including tax reductions and 
exemptions, special depreciation, credit preference, and 
the provision of seed money. Specifically, these mea- 
sures included: exemption of items used in research and 
development from special consumption taxes, and the 
exemption from import duties of equipment and mate- 
rials need in new technology industries; accelerated 
depreciation of research and development equipment; 
reduction from 14 percent to 8 or 9 percent of interest 
rates on credit invested in the development of tech- 
nology, establishment of technology finance corpora- 
tions to provide risk capital, and establishment of joint 
research funds, technology development funds, and new 
technology commercialization funds. 


Singapore's research and development outlays as a per- 
centage of GNP amounted to only 0.3 percent in 1981 
and nearly | percent in 1988. To accelerate development 
of its electronics industry, 44 percent of Si ‘s new 
investment in 1982 went to the industrial electronics 
industry, mostly for the production of computers and 
telecommunications equipment. In order to — 
the use of computers, Singapore provided a 20 percent 
tax reduction over five years for all enterprises engaged 
in software work, and beginning in 1980, they could 
reduce to three years the depreciation period for com- 
puters and auxiliary equipment. The tax holiday for high 
technology industries could be a maximum of 10 years. 


In 1978, Taiwan's expenditures on research and devel- 
opment as a percentage of GNP totaled 0.48 percent, but 
with the advent of the 1980's, not only was investment 
increased, but the rate of increase in research and 
development outlays rose suddenly from 9 percent in 
1981 to 62 percent in 1982. In 1984, research and 
development expenditures accounted for | percent of 
GNP, and plans called for them to total 2 percent of 
GNP in 1989. Taiwan's preferential measures for the 
development of high technology industries includes: 
remission of import tariffs on equipment needed for high 
technology enterprises; a five year income tax holiday 
once an enterprise goes into production; an income tax 
rate |3 percent lower than for other enterprises; a 20 
percent reduction in the capital tax on enterprises’ 
research and development expenses, and bank loan 
interest possibly 20 percent less than for commercial 
loans 


In 1980, Hong Kong's expenditures on scientific 
research totaled HK$3.446 billion, or 2.5 percent of 
GNP, rising to HK$5.99 million, or 2.8 percent of GNP 
in 1984. Hong Kong continues to make use of its free 
port status to attract the investment of foreign capital in 
the development of the electronics industry sector. 


5. Construction of Comprehensive Scientific Research 


Science industnal parks are classic comprehensive scien- 
tific research bases, which organically bring together 
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forces from government, scientific research organiza- 
tion, and the entrepreneurial world, This is a conve- 
nience not only in concentrating strength for better 
research and development, but it also permits the 
translation of research results into production. F — 
the in the United States of the first 
scientific industrial parks in the world, this way of 
things was very quickly imitated in many countries 
the ang and the four Asian NIE's were naturally no 
exception. 


In 1974, South Korean the building of Taetok 
— Aw y bd AL 1, 
completion in 1990. This science and technology city is 
designed to accommodate | 2 official research institutes, 
35 civilian research institutes, and three universities. 
Currently 2! research institutes and universities have 
moved into i'. In 1984, South Korea also decided that six 
industrial bases surrounding Taetok Science and Tech- 
City would be de into technology cities 
for the development of sophisticated technology indus- 
tries. This would permit the science and tech city 
to function as a technology hub, thereby directly linking 
the research and development in the city with sophisti- 
cated industries to hasten the transfer to the industrial 
world of research and development results. 
Singapore built scientific industrial parks fairly swiftly. 
In 1979, the government drew up plans for Science Park 
at Kent Ridge on which construction began in 1980. By 
1983, 12 research laboratories had been built, which 
were formally opened in January 1984. Six corporations 
have leased land and plant buildings in the park for the 
production of microcomputers, robots, electronics 
equipment, and other scientific and technical products. 
Now two major research centers have been built in the 
park, namely the marine science and technology center, 
and the software science and technology center, which 
play a major role in the development of new technology. 


In 1976, Taiwan began to build a science and technology 
park in Hsinchu centering around Ch'inghua and Chiao- 
t'ung universities, which are famous for science and 
engineering. The park also has numerous chemistry, 
electronics, energy, and materials industry research insti- 
tute laboratories. In December 1980, the first phase of 
the park's construction was completed, and a Hsinchu 
Science Park \0 year de t plan was drawn up. In 
1984, the park realized $232 million from the export of 


its products. 


Hong Kong set up two industrial villages in Taipu and 
Yuenlong, both of whicn are science and technology 
industrial zones emphasizing the importation of high 
level computer technology. Hong Kong is now consid- 
ering building a third industrial village. 


6. More Importation of Advanced Technology and 
Foreign Investment 


As developing countries or regions, the four Asian NIE's 
are nol very strong in terms of economic strength and 
manpower. By comparison with developed countries, 
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their scientific and technical research capabilities, and 
particularly their sophisticated scientific and technical 
research capabilities, are rather weak. Therefore, the 
importation of advanced foreign technology remains an 
important avenue. They use various importation means, 
including direct purchases of advanced technology and 
equipment, the hiring of foreign experts, the attracting 
foreign firms to invest directly, investment in the estab- 
lishment of plants abroad, cooperative research with 
research organizations in developed countries, etc. 


Prior to 1985, developed countries adopted an assistance 
policy for South Korea's technical development, South 
Korea benefitting very greatly thereby. By using the 
technical assistance funds of developed countries, South 
Korea was able to train 13.700 scientific and technical 
personnel, hire 3,101 foreign experts and scholars, and 
import equipment and material worth the equivalent of 
$175 million. South Korea itself also made full use of the 
fine external international environment for the vigorous 
importation of technology. Five times during the period 
April 1978 through July 1984, South Korea freely 
imported technology, changing its “permit system” for 
importing technology to a request system to accommo- 
date enterprises’ importation of technology. During the 
first half of 1984 alone, it signed 225 permits for the 
importation of technology. While importing technology, 
South Korea also made sure to digest and assimilate 
technology and to make innovations. After 1985, the 
developed countries halted technical assistance to South 
Korea, so the importation of technology was no longer as 
smooth as formerly. Consequently, South Korea resorted 
to a strategy of joint development of sophisticated tech- 
nology with developed countries. By 1986, South Korea 
had 49 science and technology research and develop- 
ment agreements with the United States and Japan. In 
addition. the South Korean Hyundai, Samsung, and 
Taewoo corporations had invested in factories in Cali- 
fornia’s “Silicon Valley” to get direct control over 
sophisticated foreign technology. 


In order to encourage the importation of technology, 
Singapore subsidized registered corporat.ons importing 
new technology as much as 90 percent of their import 
costs. In crder to encourage foreign-owned enterprises to 
invest in the sophisticated technology sector, Singapore 
ruled in 1981 that any foreign-owned enterprise that 
invested in a newly developing industrial sector could 
have its status as a newly developing industry extended 
one, or even two, years to enjoy preferential treatment 
under the rules and regulations. All foreign-owned enter- 
prises that invested in research and development in the 
Kent Ridge Science Park could request various prefer- 
ences such as financial assistance for research and devel- 
opment, financial assistance for training, and preferen- 
tial tax treatment. Mecause of its slight bureaucracy and 
high work efficiency, as well as government's preferential 
treatment of high technology industries, Singapore's 
Jurong Industrial Park attracted numerous foreign enter- 
prises that had originally intended to invest in other 
countnes to operate factones there instead. 
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In order to attract foreign capital, Taiwan formulated 
Conditions For Technical Cooperation, which provided 
various preferential conditions to attract the direct 
investment of foreign enterprises. In order to build the 
Hsinchu Industrial Park, the Taiwan authorities 
exempted from customs duties all high technology 
machinery and equipment, raw materials, and semi- 
manufactures imported into the park, simplified 
approval procedures for the importation of investment, 
and provided overseas Chinese and foreign businessman 
investors special preferences such as the unlimited repa- 
tration of profits, placed no limitations on the propor- 
tion of investment in an enterprise; and upon satisfac- 
tion of investment plan, 15 percent of capital investment 
could be repairiated annually. Investors could also 
pledge technology at a conversion price for shares, and 
once taxes were paid within the park, products could be 
offered for sale in Taiwan. Taiwan also showed marked 
achievements in the introduction of tech . As of 
1983, it had imported more than | 800 pieces of foreign 
technology, an overwhelming majority of which, or more 
than |,200 items, came from Japan. Taiwan's Sanyang 
and Tatung corporations also established branch plants 
in the United States in order to get direct and speedy 
access to advanced American technology. 


Hong Kong possesses advantages in the form of low 
taxes and low prices, and it 1s also a free trade port. This 
holds very great attraction for foreign businessmen. 
Using the advantages it possesses, Hong Kong actively 
developed cooperative production with foreign corpora- 
tions, using foreign technology in the assembly of prod- 
ucts, then selling them everywhere in the world. 


7. Emphasis on Scientific Education and the Training of 
Human Talent 


The emphasis that the four Asian NIE's give to educa- 
tion, particularly to general education, provided pow- 
erful support for their rapid economic take-off. The 
quality of the work force in these four countries or 
territories 1s generally fairly high. However, the key to 
development of the high technology field lies in having 
highly techically qualified human talent, and the four 
Asian NIE’s were lacking in this regard. In order to solve 
the problem of a shortage of people qualified in high 
technology, the four Asian NIE's took two actions. One 
was vigorous intensificat on of the domestic training of 
scier ific and technical talent; and the other was to hire 
back at high salaries talent living abroad in the active 
promotion of a reverse flow of scientific and technical 
talent. 


In October 1984, South Korea proposed medium and 
long-range plans for the training of talent that provided 
for the training of 15,000 key research personnel, the 
founding of a new science and technology university, 
increased professional training in enterprises, reform of 
the educational system, and the selection of outstanding 
personne! for study abroad. During the 10 year period 
1975-1985, South Korea's expenditures for education 
increased 16 fold, increasing from 2.2 percent to 4.9 
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percent of national income, 40 percent of South Korea's 
high school graduates entering university, By way of 
IMproving (raining in enterprises, the government inau- 


gurated a strict on-the-job technical training system in 
1981, requiring that every enterprises having 200 or 
more personne! must set up on-the-job technical training 


classes. The Ministry of Labor also established five fairly 
complete technical traming institutes in various places, 
and also requested foreign experts to operate technical 
training centers. It also made active efforts to attract 
South Koreans studying abroad to return to their home- 
land, its plans called for the hiring from abroad of 1,500 
high level scientific and technical personnel between 
1984 and 199) 


Singapore organized forces throughout society to hasten 
the training of human talent. First of all, government 
increased its investment in education. Expenditures for 
education, which amounted to more than 10 percent of 
government expenditures, increased to |7 percent 
during 1984-1985, which was 3.2 percent of national 
income. Computer software was the focus of develop- 
ment that Singapore had decided on, thus, Singapore 
vigorously trained specialists in this field. Beginning in 
1981, the Singapore government established computer 
networks in every school throughout the country Every 
middie and primary school was equipped with micro- 
computers, and middle school students began computer 
courses from the very first grade of junior middle school. 
Courses in computer design and manufacture were even 
more important in institutions of higher education. 
Singapore also used foreign assistance projects to estab- 
lish computer software academies and training centers. 
In 1981. it established a software technology academy in 
cooperat‘on with Japan, and it established a systems 
science academy im cooperation with the American 
International Business Machine Corporation [IBM]. It 
also cooperated with IBM, Nippon Electric Corporation 
[NEC], and British International Computers Limited 
[ICL] in the setting up of three separate training centers 
capable of training 700 high level computer specialists 
annually. At the same time, Singapore used offered 
preferential pay and benefits to attract foreign scientific 
and technical talent and managerial talent to serve in 
Singapore. In the training of technical talent, Singapore 
practiced the technical ability development fund system,” 
which provided that private enterprises must pay a certain 
amount per staff member and worker for the technical 
training of staff meimbers and workers. Government col- 
lected additional taxes from enterprises that hired non- 
technically qualified personnel. 


In order to train high level talent, Taiwan increased the 
number of openings for students seeking masters and 
doctors degrees, training 2,200 graduate students during 
1984 and 1985. Today, institutions of hieher education 
can turn out 25,000 technicians annually. The Taiwan 
authorities adopted a free and open policy toward per- 
sonnel on the island going abroad for study. The author- 
ities sent a steady stream of key professors abroad for 
advanced studies, selected scientific research personnel 
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for study abroad, and even selected |2 senior middle 
school students annually to go abroad to study com- 
puters. At the same time, they worked actively to attract 
students who had completed their studies abroad to 
return to Taiwan to work, For this purpose, they even 
organized “talent visiting groups” to lobby them to 
return, In 1983 alone, Taiwan hired as many as 320 high 
level personnel at the associate doctor level or higher to 
return to Taiwan from abroad. 


Hong Kong's expenditures for education have gradually 
risen in recent years. In 1986, outlays for education 
increased 10.7 percent over 1985. In 1981, Hong Kong 
set up the Professional Training Bureau in the founding 
of a comprehensive system inciuding industry, educa- 
tion, and training to help satisfy the needs of industrial 
development. Under the Professional Training Bureau, 
an Electronic Data Processing Training Committee was 
established with responsibility for training specialists on 
electronic matters. Currently, Hong Kong is beginning to 
promote a plan for helping engineers get overseas scien- 
tific and technical training in new electronics. 


To summarize the foregoing, it 1s apparent that each of 
the four Asian NIE’s possess a body of policy measures 
for the development of their own new technology indus- 
tries. In macro decision making, they a - able, first to all, 
to realize clearly the importance for their future eco- 
nomic development of the development of new tech- 
nology industries. They give the development of new 
technology industnes an important strategic position, 
after which they formulate a series of corresponding 
measures, and use economic, administrative, and legis- 
lative means to provide support, assistance, and a suit- 
able environment in the form of funds, skilled talent, and 
technology for enterprises to develop new technology 
industries. The policy measures they have taken have 
provided powerful support for the four Asian NIE's 
present fine economic growth, and they also provide a 
broad background for the continued development of the 
four Asian NIE’s. At the same time, they also provide 
valuable experience for the development of other devel- 
oping countries. Likewise, as a developing country, these 
experiences have a certain amount of reference value for 
China in bringing about an economic takeoff. 
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such as from tense confrontation to a gradual easing of 
tension, and from longstanding isolation to mutual con- 
tacts, so that the “three exchanges (exchange of air and 
shipping services, exchange through trade, and 

of mail) are bound to become a developing trend. In 
interests of seizing the time to bring the ive ocean 
fishery advantages of mainiand China Taiwan into 
full play, this article is presenting certain tentative ideas 
on economic and technical fishery cooperation between 
the PRC and Taiwan 


The Basis and Favorable ( onditio. . ‘ (ooperation 


As ocean fishing is an equally well-developed traditional 
industry on both sides of the Taiwan Strait, the key to 

ing economic and technical fishery cooperation 
— the PRC and Taiwan will be cooperation 
between people from both sides. There is an old Chinese 
saying that “weather ranks in importance behind geo- 
graph © advantages, which in turn are secondary to 
coope ion between people.” Cooperation between 
peop'cs com both sides in this case has a natural identity 
in tha: all we descendents of the yellow dragon from the 
big family of our native land speak the same language 
and have similar customs Most Taiwanese fishermen 
feel an attachment to their native land on Mainland 
China, and are wiliing to exert themselves to help build 
it up. The tacit agreement on and similarity of bilateral 
interests, demand mentality. and traditional culture. 
provide a potential force for success in bilateral cooper- 
ation. 


While Taiwanese fishery has a developed banking 
system, abundant funding sources, vast international 
markets, an information system with sensitive feedback, 
and a stronger capability to share in high seas resources, 
it has been hard pressed in recent years by a shortage of 
sailors, nsing wages and oil prices, and the sinking of the 
ocean floor in its acquatics breeding grounds, so that it is 
facing a penod of adjustment of its industnal structure 
On the other hand, Mainland Chinese fishery is short on 
funding. and has been slow in developing deep-sea 
-— B.. its major comparative advantages are 
t fishery manpower and shallow-sea and beach- 
head resources. It 1s thus obvious that the comparative 
bilateral interests and advantages are quite mutually 
complementary, so that now is an ideal moment for 


cooperation 


Moreover, Mainland China's policy of continued reform 

eng apne 70 © So ental world, as well as the great 
enthusiasm for peaceful Chinese reunification 

the Taiwanese masses and fishermen, have also creat 

extremely favorable conditions for peaceful. fnendly. 

and successful bilateral economic and technical fishery 


cooperation 
Possible Fields of ( operation and Development 
Prospects 


Labor Cooperation: Taiwan now has 15.706 fishing 
motor boats with a crew of 327,928 fishermen Along 
with Taiwan's economic development and increased 
on-land jol opportunities, the new generation of youth 
does not want to go to sea as fishermen, so that Tai- 
wanese fishermen are aging. with 8&3 percent being 
between the of 45 and 59. This labor shortage, along 
with technical faults and rising ot! prices. have become 
the two major difficulties facing Taiwanese fishery The 
famous fishing port of Chilung has over $00 idle fishing 
boats due to the crew shortage Although Taiwanese 
fishery recruited and hired over 5,000 fishermen a few 
years ago from countries such as Singapore. the Philip- 
and Thailand, high wages and language difficulties 
such cooperative operations very difficult 
th the casing of PRC-Taiwan relations. Ta. 
shery began in 1988 to set its recruitment sights 
inland China's Fujian and Zhejiang provinces By 
of October 1990, fishermen from these two 
had made about 22.884 man-inps on Tar- 
ato fishing boats, carning $8 24 million As Main- 
land Chinese fishermen are hardworking and technically 
proficient, speak the same language. and work for low 
wages ($270-$360 a month per worker). they are very 
well-liked by owners of Taiwanese fishing boats In 199) 
Pingtan County, Fujian signed labor contracts worth $10 
million with Taiwan for 6,000 man-trips. While the 
Taiwanese authorities have changed their policy to allow 
an increase in the proportion of foreign and mainland 
Chinese fishermen on Taiwanese fishing boats from 
one-quarter to one-third, it 1s estimated that there 1s still 
an urgent need for 20-30,000 workers In Mainland 
China's coastal zone as inshore resources have declined. 
costs have risen, and bank credit is tight. some fishing 
aD have low incomes, and there are over 90.000 
workers. As these fishermen are very happy to 
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lake part in labor cooperation on Taiwanese fishing 
boats, they vgn on to Ht eagerly. These labor cooperation 
contacts have increased in recent years to 40,000 man: 
the Eighth Five) ear Plan, may reach 


trips which, dunt 
) man-trips, and earn $40-$40 mil- 


as high as 60-80, 
hon 


hu’ @ problem that needs attention is thal maimiland 
workers on Taiwanese boats are sll left fishing in 
Mainland China's inshore fishing grounds. which can 
only sharpen the resource conflicts. This needs to be 
controlled by requiring lhoenses and catch quotas for 
Taiwanese fishing boats, just as for Mainland Chinese 
ones Attention should be paid to expanding labor coop: 
eration in felds such as and ocean fishery. and 
post: ‘three exchanges” Taiwan coastal fishery, acquatic 
products processing, marine acquatics breeding, and 
fishing port construction projects 


Acquatic Products Trade Cooperation Av Taiwan haya 
population of over 18 million people, 94 percent of 
whom like edible acquatic products. their mseing incomes 
have brought their as = acquatic products consump: 
tion to 149 4 kga vear Although Taiwan has an acquati 
products outpu, of 1.45 million tons a year, most of the 
52 percent that are deep-sea products are directly 
exported, so that Tarwan still needs to import some of 
certain vaneties: While Taiwan used to import some 
Mainland Chinese acquatic products through Hong 
Kong, direct small-scale trade with Taiwan by the two 
provinces of Fuyan and Zhejang has been approved 
since 1988. so that a good growth momentum has been 
achveved i recent years. It 16 estimated that this trade 
topped 1.000 tons for earnings of over $3 millon. from 
January to August 1991 from the two mamland ports of 
Xiamen and 7houshan alone Mainland Chinese 
acquatic products. such as butterfish swimming crab 
and smal! shrimps are very popular on Taiwanese mar- 
kets The Tape: Hoshan Industrial Shareholding ( om 
pany has sect up in the city of Zhoushan a wholly 
Tairwanese-owned enterprise. the “Haishan Acquatic 
Products Processing Corporation, Lid. which special- 
wes im processing small shrimps and shoamp shells 
Tarwanesc businessmen have been coming more often 
recent’) to Mainland ( hina to discuss acquatic products 
trade. which is expected to increase to 5.099 tons in 
1991. for carnings of $150 millon. Taiwan also has an 
extensive established sales network 7 yw the 
world. Once the “three exchanges” go into effect, direct 
sales to Taiwan of exports through Taiwan of mainland 
acquatic products are expected to increase to 10- 20,000 
tons. for earnings topping $ 900-$500 millon 


Offshore and Ocean Fishery Cooperation Tarwan has 
devoted its efforts since the $0s to developing offshore 
and ocean fishery | now has a fleet of over "90 deep-sea 
fishing boats and signed fishery agreements with over 20 
countnes and remons. It has developed over 40 ocean 
fishery bases with an output of 760,000 tons, or 52 
percent of its overall output, with operating methods 
being Mostly tackle and purse net fishing for tuna and 
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squid. As Mainland China's ocean fishery is in a devel 
oping stage we should make use of Taiwan's successful 
= by cooperating A. Taiwan in various 
forms as go-betweens bridge-buildess, opera: 
tional assistance. of joint-venture partnership... in order 
to expand our ocean fishery faster. 


with the eapansion of fishing grounds, 


a Chinese deep-sea fishing boats 
operating in the sea area northwest of Tai wan Once the 


“three eacha go into effect, we Mainland Chinese 
will also be to establish in Taiwan supply, wind 
haven, and turnaround bases. in order to reduce our 
fishing boat round trip time and risk and improve our 
production e 


in 


Marine Acquatics Breeding ( cooperation \y Taiwan has 
comparatively advanced acquatics breeding, for straw 
shrimp (speckled and jointed prawns) and cels in partic: 
ular, 1 can be called a “shrimp and cel * While 
it exports 40.000 tons of speckled jointed oan 


while) Mainland China has natural 
large number of uncultivated shallow coastal waters and 
beachheads. and an undeveloped area of over | 3 million 
hectares Some areas, such as Zhejiang, which use 

fresh bait for shrimp breeding. have a bait rate of 14- 

which has resulted in runaway expansion of coastal 
netting and inflicted a severe toll on resources. Some 
years ago. the Zhizhong Acquatic Products Industrial 
Corporation in Yantai City, Shandong, worked with 
Taiwanese businessmen to import compound bait for 
shrimp breeding. achieving clear successes of an output 
of 200-300 ke per mu and a bait rate of only 3. Thus, we 
should attract Tarwanese development. and import and 
asuirnilate synthetic compound bait production lines, in 
order to bring out the best in each other. turn Mainland 
China's potential resource advantage into a practical 
commercial advantage as quickly as possible, and 
achreve the arm of doubling Mainland China's aquatics 
breeding output during the Eighth Five-Year Plan. 


Acquatic Products Processing © » Statesties 
show that Tarwanese normally buy mostly processed 
acquatic products. such as fish balls (eels and butterfish), 
accounting for as much as 86.7 percent of purchases, 
kelp next at 69.9 percent, and dred, shelled shrimp next 
at 4! percent But while Tarwan is densely populated but 
small in area, so that over $00 acquatic products pro- 
cessing plants are facing bottlenecks of expansion obsta- 
cles and meing wages. mainland coastal area cold storage 
capacity 1s underutilized, with relative surpluses of raw 
materials needed by Tarwanese consumers. such as fish 
balls and kelp. Thus. Mainland China should impor 
processing equipment and technology. or allow Tar- 
wanese firms to come to develop and operate joint or 











a ECONOMIC 


COntfactual joint ventures, 6 ofder to change tts aequatic 
products Processing viualion, and speed up its aoquatics 
breeding development 


SA 1 and bt ducational ( voperation, | aiwan has achieved 
in fecent decades many successes if areas, such as 
development of northwest Pacific and New Zealand 
squid fishery, a survey of South Pole bioresources, 
breeding of varieties. such as cele. speckled and jointed 
prawns, hooded eye fish, groupers, and variegated aba- 
lone, along with artificial propagation. Moreover, it has 
popularized ‘he application to production, which has 
promoted hehepeed fishery growth. As much as 60 
percent of iis annual & entific research costs of over 
NT$200 millon goes to ocean resource development 
While Mainland China also bas a number of acquatic 
products specialists who have also made certain break- 
throughs in recent years in areas such as artificial prop- 
agation of fish and shrimp. 1 has done less due to limited 
funding in areas, such as ocean resources, and fishing 
technology dev clopment research In order to help Main- 
land China overcome as quickly as possible its slow 
development of ocean fishery. it i suggested that 
acquatic products screntiets and technicians from both 
sides of the Tarwan Strat take the lead in carrying out 


technical cooperation and academic eachange. We 
should do al! possible to cooperate with Taiwan in 
surveying ocean fesources. developing fishery tech- 


pupuianving the application of artificval 
technolog, for varieties, such as speckled 


nology. and 


propagal won 


and jointed prawns 


Suggestions 


Thus. as Mainland ( hina should take steps to enhance 
PRC-Tarwan c.onome and technical fishery coopera- 
tion, Lam making the following suggestions |) The PRC 
should select one of two of its coastal ports as testing 
grounds for economic and technical fishery cooperation 
with Tamwan Moreove should conscientiously study 
Taiwan's fishery models. and further ease its policies 
Taiwan's deep output in the early 1950's was 
only 16.000 tons. or 7 percent of its overall fishern 
Output. but has now reached 760.000 tons, or $2 percent 


ca tisnery 


We should thoroughly study its growth and operating 
forces, in order to find models that we can use; 2) The 
PRC should allow state-owned, collective. and joint- 


venture enterprises as well as individuals to form joint- 
venture or wholly Ta:anese-owned enterprises for 
development on Mainland ( hina of ocean fishery com- 


panies. acquatics breeding grounds. processing plants. 
and fish markets. a» well as providing preferences in 
areas. such as land requisitions. tan burdens, and power 
and water supplies It should provide psychological and 
matenal moentives for individuals and units that take 
active steps to mmtroduce Tarwanese invesiment and 
technology and provide information in order to fully 
arouse the fisher. mutiative of all partes. Moreover, it 
should establish a new resource outlook. by allowing 
cuport enicrpriess to gain a foothold in their local areas 
with a) 74 hime i 


nind. go abroad to organize sales of 
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acquatic products needed by Taiwanese firms, and 
export from coastal ports, in order to bring all of its port 
advantages into full play 


Although Mainland China has begun to engage in labor 
cooperation and trade with Taiwan, there is still much 
potential, The keys to further development are |) put 
ting policies into effect and, 2) spreading the word to all 
Thus, we suggest that the PRC authorities set aside some 
funds for the immediate organization of concerned spe 
cialists to compile mainiand fishery and investment 
climate data, and to spread it through Chinese. English. 
and video tapes over the broadcast media and divers: 
fied connections to Hong Kong, Taiwan, and Guang 
zhou in an effort to better publicize mainland fishery 


With the coming of the three exchanges, PRC. Taiwan 
economic and technical fishery cooperation is bound to 
prosper increasingly Thus. we suggest the establishment 
of a special agency for the continued jornt mantime 
in ion of fresh commodity exports, in order to adapt 
to Taiwan trade development needs 


Moreover, Mainland China should further improve the 
transportation and communications facilities, and 
increase the passenger and freight handling capacities of 
its coastal fishing ports The PRC should improve its 
laws and regulations concerning Taiwan. increase labor 
cooperation in a planned and organized way. and send 
certain key technicians out on Taiwanese deep-sea 
wih ten boats to learn the technology. become familar 
with fishery. acquire sales yo expenence, and 
train talented personne! for the her development of 
mainiand deep-sea fishery 


 tilization of Agricultural S€T Teams F xamined 


92ICE0260A Beying ZHONGGUO RENC AI /CHINAS 
PERSONNEL] in Chinese No 10, Oct 91 pp 10-12 


[Article by Zhang Yourun (1728 0645 3387) under the 
rubric “New Reflections”: “The Essential Path to Stabi- 
lizing and Expanding Agricultural SAT Teams in the 
1990's—The Way To Focus and Utilize Our Agricultural 
S&T Talent Most Effectively Is To Test, Dis ass, Orga 
nize, and Construct Agricultural Enterprise (rroups’) 


Upon 'e | passage — Il. Causes and Effects of the 
in Agricultural Groups and Their 
Sevchibmental Pond 2 Ge 1990's 


ee ee eee Grange ane 
the Reason for Their Emergence 


Enterprise ps are a new form of enterprise organ 
vation. As far as the nature of activities, range of influ 
ence. composition of membership, and links thai hold 
them together are concerned, a number of different types 
can be distinguished Among these, the type called an 
“agricultural enterprise group” refers particularly to a 
composite group of enterprises whose business i cen 
tered primarily on the production and processing of 
agricultural products—enterprises encompassing diverse 
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functions in production, seventific research, develop: 
ment coordination, and marketing, and involving agr- 
cullure, industry, commerce, trade, scientific research, 
and finance 


“When luck runs out and there is nothing you can do, 
whispering willows and beautiful flowers will sustain 
you.” With the h of the rural commodity economy, 
the traditional SAT extension system has gradually dis 
integrated, but few agricultural service organizations 
Practicing the principles of commercializatiion —— 
business Based on the law of value have already 

io replace it, and are growing rapidly. Among these, the 
type which has captured the most attention in recent 
years is the agricultural enterprise group, which takes the 
form of a high-level social service system. 


Agricultural enterprise groups have not emerged by 
chame lt has been necessary to commercialize, spe- 


cralize and socialize agricultural production in order to 
achreve agricultural modernization, and this naturally 
has led to the emergence of various u fal eco- 
nome organizations as needed. In the course of the shift 
from eatensive to intensive farming, various jobs previ- 
ously undertaken by individual farmers, such as 
breeding improved vaneties, tractor plowing, fertilizer 
application. pesticide use, processing of farm produce. 
torage. and so forth, have been progressively drawn 
away from the producers and established as the province 
of specialty enterprises. These enterprises, under the 
effects of the market mechanism, both competed and 
athe d. the good ones succeeding and the poor ones 
faring. They have continued to expand in scale and 
climb on level gradually coalescing into economic orga- 
nivations—agricultural enterprise groups—which 
encoMPasses comprehensive pre-production, produc- 
tron. and post-production services and involve intimate 
coordination among the production, supply, and mar- 
keting spheres One could say that the growth of large- 
sale socialized production and commodity economics 
essentially have caused the emergence of agricultural 
enterprise groups 


) Agricultura! | oterprive Growps Crucial Rote 
Se tee 


Agricultural enterprise groups play an extremely impor- 
tant role 1 economic construction. Particularly in devel- 
oping countnes. agncultural production is a major com- 
ponent of the economy, the degree of economic 
specialization and commercialization is rather low. 
repponal division of labor is poorly developed, the 
quality of peasant education and technology 1s inferno rr. 
and there os little capacity for self-organization. In this 
situation it ts urgently necessary to transform agriculture 
by soctaliving the major production sector, and it is 
even more critical to organize, construct, and foster 
agricultural enterprise groups in order to accelerate the 
process of agricultural modernization Thailand's 
7hengda (297) 1129) Growp i a classic agricultural 
enterprise group that apphes a modern business opera- 
thons and management system to the countryside and 
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orga Hives dispersed yall farmer It has now grown to 
become Thailand: largest (ransnational corporation, as 
well as one of the world’s best agricultural enterprise 
. Today one of Thailand's major expertences in 
veloping foreign cachange producing agriculture has 
been in widely establishing economic associations 
encompassing agricullure, industry, and trade, and 
ng on processing links The Zhengda ‘s 
success has undoubtedly played an exemplary role in 
process. In China. some areas are changing traditional 
production patterns and promoting itensive farming, 
and thus embryonic forme of agricultural enterprise 
afe appearing. already demonstrating tremen- 
potential For example Fupan's Edible Fungus 
Development Group. Guangais Development 
Group, and Jilin’s Gunseng and Pilose Antler Develop- 
ment Group all operate on a significant scale. Zhucheng 
Shandong is implementing unified. cooperative opera 
tions among agriculture. industry. and trade on a city- 
wide scale, and Dongwan Guangdong. led by the inter: 
national marke! is developing foreign exchange: 
producing agriculture by allying trade. industry, and 
ure as required Both of these efforts have pro- 
duced noticeable cconomn results State Councilor and 
Minister in Charge of the State Science and Tech 
Commission Song lian [1345 0256] has 
affirmed these programs. and has said that “only the 
growth of enterprise groups can stimulate prosperity in 
the rural economy © 


The Sater hatentaaen! Development Teens fe Coins 
1990's Will Lic in G 
During the de rouping Agricultural 


In nationwide perspective. the mayor problem with the 
existing bi-level operating system—which focuses on 
contract farming among dispersed households, but inte- 
grates this with centralized farming—1s that farming at 
the centralized level has not been worked out well, 
Consequently. the 7th Plenary Session of the | 3th CPC 
Central Commitice clearly stated that the emph asts in 
intensifying reform must be on actively developing a 
socialized service system and strengthening and per- 
fecting the integrated by \cvc! operating system. Social- 
ied services are are multi-level and multi-form. Right 
now development general!) emerges in five ways: 1) 
Service organizations devclop from undiversified peo- 
‘sand collective enterprises toward diversification, 2) 
elements develop from singic services to compre- 
hensive services 4) Pure services and pure operations 
move toward iniceration of the two. 4) The separation 
between production and circulation spheres 1s chim 
nated to form a comprehensive agncultural, mdustnal, 
and commercial operations and service system, and $) 
Each service mechanism capands from verical linkage 
to lateral or cre rowed linkage These changes are 
necessary for devclopine ‘he rural commodity economy 
and organizing and constructing agncultural enterprise 
group" We can foresee that on the 1999 « the divisvon of 
labor in China will cap ond. the rure) odestnal mia will 
grow steadi!s more rational. and as we intensify reform 
and make » wicly more use of boengimee;rng. 
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computers. nuclear energy, lasers, artificial satellites, 
and #6 forth, the ee of commercialization and spe- 
clalivation if agricultural production will increase tre- 
mendously To meet the needs of large-scale socialized 
production. the amalgamation of agricultural service 
Organizations into enterprises and groups will become 
the main direction of d evelopment 


! , b nterprive ; u 
Eieth Way To Assemble ind Vhabe Use " 
Agricultural S&T Talent 


One of the Main reasons that enterprise groups play such 
a mayor role on stimulating the rural economy is that they 
aliract Many scientists and technicians, ensuring that 
their capabilities are more effectively utilized 


|. Compared with imstitutions, enterprises are more 
flexible. more capable of meeting emergencies, and have 
more capacity for assimilating screntists and technicians 
And one of the main charactenstics of enterprise groups 
is thal. because they cut across regional, professional. 
economi sector, and ownership lines, they amalgamate 
dispersed units and enterprises to create economic asso- 
cations Therefore, these groups not only can concen- 
trate and make use of financial and material resources, 
they can also breach the “unit and sector ownership 
system (hat controls talented personne!, and to a certain 
extent change the unequal dis tnbution and uneven mix 
of agricultural screntists and technicians. Consequently 
they can assemble a large number of scientists and 
technicians and produce benefits of scale in the use of 
talented personnel For cxaample, when Zhucheng Shan- 
dong managed to unify trade, industry, and agriculture 
it was able to consolidate a backbone scientific and 
technical contingent of nearly |.000 individuals from the 
ranks of the vanous enterprises. This contingent plays a 
key role in promoting the extension of science and 
technology into the countryside 


2 Under commercial economic conditions talented per- 
sonnel! generally gravitate to high-return areas So long as 
there are market benefits. the talent can be applied 
intensively Beiyao Township in Shunde County Guang 
tong relied upon a “spark” project to advance intensive 
farming. and formed a coordinated agricultural. indus- 
tral, and trading community producing agricultural 
products large!) for export The annual output value has 
reached | 45 tulhon yuan, and the community has 
attracted a senes of SAT personnel, including a good 
number of high level agncultural screntists and techn- 
cians From this it 1s evident that we can attract signifi- 
cant new farming technology and a large number of 
agricultural screntasts and technicians to the countryside 
only if we apply the indusinal enterprise operations and 
management mechanism to agriculture Because enter- 
prise groups concentrate personnel, finances. and mate- 
ral resources. they are nm ch both economically and in 
terms of SAT resources, and can provide relatively good 
working and living conditions—thus making them nat- 
urally more attractive to scientists and technicians 
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\. Enterprise groups are composed of socialist com. 
modity producers and businessmen that have relatively 
independent economic profits. Moreover, a group's eco- 
nome profite are closely linked to its actual market 
gains, as are the incomes of group workers and staff. It is 
this that creates the main mechaniem of vitality in the 
group. On the one hand, in order to maximize profits, 
ithe group must use and allocate talent prudently, paying 
sufficient attention to labor and capital inputs 

making the best use of the initiative, enthusiasm, and 
creativity of SAT personnel, workers, and staff, On the 
other hand. the group's workers and staff cannot con- 
tinue to boost their own incomes unless take care of 
group business, pay close attention to group profits, and 
work hard. Under the effects of these two factors, the 
SAT potential can to some extent be better utilized 


myth) — lee 


The socialization of agricultural production and the 
grouping of socialist service organizations represents an 
inevitable progressive historic trend. | feel that in order 
to conform to this trend and, from a human affairs 
standpoint, to support the development of agricultural 
enterprise groups so that we can achieve high efficiency, 
intensive utilization of talented agricultural scientists 
and technicians, we must first resolve the following 
imssucs 


| We must renew our vision of the situation, make clear 
distinctions. and understand the new changes that are 
confronting the ranks of agricultural scientists and tech- 
micians 


In recent years local areas around the country have 
answered the government's call to emphasize. support, 
and develop agriculture, and to formulate local policies 
for stabilizing and enhancing the ranks of agricultural 
screntists and technicians. These policies have undoubt- 
edly been very important in smoothing the way and 
promoting science and technology in agriculture How- 
ever, personnel who leave government-run agricultural 
scrence research and extension organizations to work for 
commercial enterprises are treated in some provincial 
and municipal policies as fugitives from the agricultural 
fold. to be thwarted through administrative measures. 
This kind of response smacks of absolutiem. In the 
traditional vision, grass-roots agricultural SAT per- 
sonnel were generally stationed at agricultural science 
institutes or stations at the county level or below, which 
reed on state facilities or local coffers for funding and 
personnel But as discussed above. under the effects of 
rural commercial economic development and restruc- 
turing. rural service organizations are now breaking 
down this undiversified traditional patiern and devel- 
oping to conform to the multi-level, multi-component, 
multi-function. multi-form planned commodity 
economy. If these organizations revolve around com- 
mercial enterprises that develop agricultural resources. 
they should not be opposed. they should be encouraged 
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and supported We cannot adopt the correct regulatory 
and control measures and promote rational development 
in the Organization and structure of rural industry unless 
we understand this point, establish a new vision of 


modern scale agriculture, and clearly distinguish 
practical definitions of m@ht and wrong for commercial 
enterprises 


2. Proceeding based on the national situation, we must 
surmount regional and hierarchical divisions and 
increase government intervention 


Under the effects of the law of competition, enterprise 
groups in Western nations are generally formed via a 
predatory patiern of acquisitions and mergers—the large 
corporations engulfing the smaller ones. In China enter- 
prises are constrained by the existing structure and level 
of productive forces. Currently, possibilities for forming 
groups through the “asset expansion” patiern of prop- 
erty-rights transferral are still few and far between. In the 
countryside, where we must rely on households to form 
groups spontaneously, or depend solely on the market 
Sociealin to spur the formation of such groups, the 
likelihood is even smaller Organizing an enterprise 
pou first of all involves reallocating and realigning 
resources. In our hierarchically and regionally 
divided nation, the ranks of agricultural SAT researchers 
alone are divided into regicral contingents, university 
contingents, Chinese A of Sciences contingents, 
and contingents associated = pectively, with the Min- 
istnes of Water Resources. EI Resources, Forestry. 
Commerce, t Industry, and Foreign Economic Rela- 
tions and T _ In some areas several duplicate scien- 
tific research institutes exist within a 20-km radius. If we 
are to change the situation to conform to this new form 
of industnal organization—the enterprise group—we 
have no choice but to call for government action. Actu- 
ally, our experience in organizing the “Wanbao” and 
“Saige” industrial enterprise groups and our probe of the 
alliance among agricultural, industrial, commercial, and 
trading ventures in Zhucheng and Dongwan verify that it 
iS Necessary—in terms of opportunity, capability, and 
results, and also in terms of overall development strat- 
egy—to increase government involvement in this pro- 
cess and establish a macroecon omic regulatory system 
centered in government functions. 


3. We need to clarify policy goals and methods, give free 
rem to market mechanisms, and promote the agercga- 
tion and utilization of agncultural SAT personne! 


In the past ten-plus years of reform and deregulation. an 
embryonic market system suited to Chinese economic 
development has emerged and 15 just now Coming into its 
own. Compared to the growth of markets for vanous 
production elements, it has been relatively difficult. for 
many practical reasons related to history and rural/urban 
disparities, to establish a market for agricultural sien- 
tists and technicians. As described above. since its sncep- 
tion the PRC has made substantial invesiments to 
develop agricultural labor resources. but because of 
personne! “brain drain” and division among so many 
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units and economic sectors, the returns on this invest 
ment are declining and there is now a serious imbalance 
between supply and demand. On the one hand, if we 
allow the market mechanism to determine the allocation 
of talented researchers 11 will be difficull to correct this 
imbalance in the long term, on the other hand, if 
continue to use traditional methods and over-do direct 
administrative intervention to obstruct and block the 
allocation process, we may create a new cycle of over: 
Management and bureaucratic nightmares 


Consequently, for the relatively long penod —— 
which the two systems will coexist, policy planning w 

be a rather difficult task For one thing, we must support 
market-based selection and reform the traditional per- 
sonnel management structure, which was characterized 
primarily by centralized hiring and allocation of labor. 
we must give freer rein to the market mechanism and 
allow it to guide the circulation of agricultural S&T 
personnel. In addition, we must do all we can to reduce 
friction between the two systems, simulate the market 
mechanism in various policy measures, establish normal 
market procedures, and promote a more aggrega te 
approach to utihzing the talent of agricultural screntists 
and technicians 


Feed Production Ranks 44 Worldwide 


GICEOIROB Bevyine NONGMIN RIBAO in Chines 
6 Dec Vip! 


Article by Liu Hongbo (0491 3163 3134) and Zhao 
jaohua (6392 1420 5478): “China Has Become the 
Third Largest Feed Producer in the World’| 


[Text] We learned from the National Feed Industry 
Conference To Exchange Experience in Technical 
Progress that the nation’s annual feed processing 
capacity has reached 60 millon tons, and compound 
feed output was 31 million tons, doubling that of 1985. 
Following the Soviet Union and the United States. 
China has become the third largest feed producer in the 
world 


In the last 10 years, China has tapped a new path in the 
feed industry with little investment yet great efficiency 
Especially during the Seven’ Five-Year Plan, the state 
invested 32 million yuan in scientific and technical 
research. With the joint efforts of over 1.700 screntists 
and technicians in more than 400 units, 229 achieve- 
ments were made, and 35 reached advanced interna- 
tional standards or were new inventions for the nation 
Most of the achievements in science and technology were 
applied in production Cotton and vegetable seed 
resources have been developed. selective residues have 
been used to varying degrees. ammonia acid, antibiotic, 
and vitamin additives have replaced imports Herbal 
medical feed additive with Chinese characteristics has 
been widely used in more than 20 provinces. autono- 
mous regions, and cities. Such additives stimulate 
poultry appetite. and promote growth. increasing the egg 
production rate by 1.74 percent, weight of chicken by 
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21.14 percent, hog weight by |) percent, and fish pro- 
duction by more than 7 percent 


( urrently, we are able to produce a series and a variety of 
teed tor different phases of production of hogs, chicken, 
ducks. fish. shrimp, cow and so on with scientific pre- 
semptions The proportion of the national animal hus- 
bandry output value in the total output value of agricul: 
ture increased from 19 | percent in 1984 to 24.7 percent 
in 1990. City residents no longer have to buy meat, eggs. 
fish and milk with ration coupons. In 1990, per capita 
consumption of meat was 25.3 kilograms, eggs seven 
kilograms, milk 412 kilograms, and sea food 10.9 kilo- 
grams 


Ministry Promotes Agricultural Mechanization 


BIC BOD864A Beyine ZHONGGUO NONGHHUA BAO 
in Chinese 11 Dec Vipl 


[Article by Li Pewen (2621 1014 2773) “Ministry of 
Machinery and Electronics Taking Measures To Pro- 
mote Agricultural Mechanizat on"} 


{Text} On the morning of 2 December, the Party Com- 
mittee of the Ministry of Machinery and Electronics held 
an enlarged meeting Party Secretary and Minister He 
Guangyuan [0149 034) 6678) relayed to cadres above 
the level of bureau in the ministry the “Resolution of the 
CPC Central Committee on Further Strengthening Agn- 
culture and Rural Work” passed at the Eighth Plenary 
Session of the | th CPC Central Committee, and the 
session's major ideas. To earnestly implement the spint 
of the “Resolution.” the ministry further clarified the 
guidelines and policies for the development of the farm 
machinery industry during the Eighth Five-Year Plan, 
and will adopt three measures to guarantee the healthy 
development of the industry 


The three measures are first. continue to improve 
macro-adjustment and control, make overall coordina- 
tion and plans for mayor farm machinery products, have 
rational industrial distribution, produce at prescribed 
locations. give priority to transforming large and 
medium backbone enterprises. form a group of “national 
teams” with large scale and high levels, and have high- 
quality products that can compete in domestic and 
international markets, which will promote the whole 
industry Second. depend on the advancement of science 
and technology. speed up generational transformation of 
products. actively adopt international standards, 
improve industrial management, raise product quality, 
and succeed in importing technology and then develop 
products in China. Third. intensify enterprise reform 
and strive to raise enterprise efficiency 


The vice secretary of the ministry party committee, and 
vice minister Zeng Peiyan (2582 1014 3508) presided 
over the meeting. Party committee members. vice min- 
isters Hu Qili ($170 0796 4539), Lu Yansun [7120 3601 
$549), Zhang Delin [1128 1795 6775), Bao Xuding 
[0545 0650 1353), and other former ministe leaders 
attended the meeting 
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Comrades at the meeting generally eapressed the idea 
that the “Resolution” of the Eighth Plenary Session of 
the | Mth CPC Central Committee showed its clear 
understanding of, and true attention to, the issue of 
agriculture, taking hold of the fundamental question of 
building socialiem with Chinese characteristics, and 
expressing the common will of the people of the nation, 
which will surely be a motive force to develop agriculture 
and rural work 


Comrades attending the meeting were greatly encour: 
aged by the expher idea of the “Resolution” that “try 
hard to develop farming related industry and promote 
agricultural mechanization” They recognize that the 
farm machinery industry is the equ _—_ industry for 
agriculture, and plays an important function in agricul- 
tural modernization The machinery and electronics 
industry must work for the farm machinery industry, 
and contribute to the opening up of a new situation in 
agriculture and rural work 


The ministry party committee demanded that all units 
under the minniry organize programs for employees to 
study the communique of the Eighth Plenary Session of 
the | Sth CPC Central Committee, integrate the reality of 
the machine) and electronics industry, and further 
study and implement the spirit of the session by carrying 
out concrete measure so as to better serve agricultural 
developmen: in the nation 


Strategies !o Deal With EC Anti-Dumping 
Measures 


VICEOIISA Bev one GUOJI MAOYI WENTI 
JINTERNATIONAL TRADE JOURNAL] in Chinese 
No 11, 30 Nov 91 pp 26-32 


[Article by Yao Sufeng (1202 5685 3536), of the Import 
and Export Department. Ministry of Foreign Economic 
Rel ations and Trade: “Specifics of EC Anti-Dumping 
Measures and Chinese Strategies for Dealing With 
Them") 

[Excerpt] [passage omitted) [V. The EC Investigation of 
Chinese C ommodities Dumping, and Recommended ( hi- 
nese (Countermeasures 


Since 1979, when the PRC adopted its policy of opening 
up to the outside world, the volume of Chinese export 
commodities has expanded continuously, and we have 
met with repeated Luropean Community accusations of 
dumping Among Western developed nations, the EC 
was the first to conduct an official investigation of 
Chinese commodities dumping. As early as August 1979, 
when China had just instituted its policy of opening up 
to the outside world and cxport trade was just resuming, 
certain EC firms accused us of dumping soluble saccha- 
rine and alarm clocks at a low price. This was Maniand 
China's earhest overseas confrontation over dumping 
As of now the EC has conducted 41 official investiga- 
tions of 31 different Chinese commodities, including two 
invest gations cach of soluble saccharine, paracetamol. 
chongshao me: [6850 41599 9485]. banum chlonde. 
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bicycle chains, man-made emery-grinding materials, 
potassium permanganate, and paintbrushes, as well as 
three investigations of oxalic acid. The EC has investi 
gated Chinese export products for dumping violations 
more often than those of any other nation, Of the 41 
dumping cases against Chinese commodities, 33 have 
been resolved: Anti-dumping duties have been levied in 
10 cases, the Import and Export Department has made 
minimum price pledges in 15 cases, volume has been 
restricted in one case, and seven cases have been closed 
with no penalty attached. Eight cases await final dispo- 
sition, including three in which temporary anti-dumping 
duties have been imposed and one in which minimum 
price pledges have been made. 


The following points are characteristic of the anti- 
dumping suits filed against Chinese commodities: First, 
since 1988 the number of cases has increased dramati- 
cally—21 commodities were investigated for EC 
dumping violations between 1988 and 1990, amounting 
to over half of the total cases to date and involving more 
than 300 million dollars worth of export volume. 
Second, the three kinds of enterprises partly or wholly 
funded by foreign capital produce and export commod- 
ities have been repeatedly subject to anti-dumping suits, 
for example, it is primarily the three kinds of enterprises 
partly or wholly funded by foreign capita! () > export 
small-screen color televisions, VHS video tapes, and 
disposable butane lighters. Third, some EC member 
nations still file suit and levy anti-dumping duties 
against products to which they have already applied 
volume restrictions. For example, the bilateral textile 
agreement between China and the EC lists woven plastic 
bags in Article 33. The Netherlands, Belgium, Luxem- 
bourg, England, France, and Ireland have set allocated 
quotas on this product, but the EC's position is that 
allocated quotas are insufficient to protect the European 
Common Market. When quota-restricted commodities 
are dumped at a low price or harm EC interests, they are 
also subject to the EC Anti-Dumping Regulations. For 
example an existing bilateral management agreement 
between China and France restricts the quantity of 
hemp-soled shoes that may be exported to France, but in 
order to protect their sales throughout the European 
Common Market, French shoe manufacturers neverthe- 
less filed suit with the EC concerning alleged Chinese 
dumping of t! .s product. A similar situation exists with 
respect to polyester yarn. Fourth, in some dumping cases 
concerning Chinese commodities, the EC has simulta- 
neously accused other nations of dumping. This was true 
for instance in four 1990 cases involving Chinese prod- 
ucts: In addition to China, the EC accused South Korea, 
India, Indonesia, Turkey, and Taiwan of dumping poly- 
ester yarn, South Korea and Thailand of dumping 
lighters, and Japan of dumping streptomycin. In the case 
of videotapes, after the EC had already ado pted anti- 
dumping actions against South Korea and Hong Kong. :' 
initiated an investigation of China. Fifth, the anti- 
dumping trend is continuing. The activities of certain EC 
lawyers indicate that the Commission of the European 
Communities [CEC] is about to investigate Chinese 
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exports of bicycles and computer floppy disks. In addi- 
tion, EC firms are currently ge oy bg: 
about Chinese exports of footwear, silk clothing, pork 
sausage casings, photograph albums, and coal. 


The EC is China's third largest export market, and its 
importance will grow even greater following the forma- 
tion of the Greater European Common Market in 1992. 
In the face of EC anti-dumping suits, our foreign trade 
departments and export companies cannot adopt a lais- 
sez-faire attitude and lightly give up our right to a 
defense. We must especially take a strong stance and 
have the courage to respond, within the relevant guide- 
lines, in order to win the best possible outcome for 
large-volume exports and commodities with significant 
development potential. To this end, we recommend the 
following countermeasures: 


1. Improve recognition of the importance of responding 
to dumping complaints. Right now, after the EC files an 
anti-dumping suit against China, many export firms fear 
the problems they may face. It is crucial to understand 
the European Common Market clearly. When export 
products are slapped with anti-dumping duties it is very 
difficult to continue exporting, yet our companies are 
still unwilling to take the initiative to respond to and 
counterclaims of Chinese dumping. If we look closely, 
there are generally three major reasons for this: First, a 
lawsuit on foreign soil is subject to foreign laws and 
regulations and tried by a foreign administration. Thus, 
it is difficult to win, and so it seems best to accept the 
ruling. Second, it is expensive and time-consuming to 
defend against an anti-dumping suit, and so it seems best 
to switch export markets or export other commodities . 
Third, if many Chinese firms are engaged in exporting 
the product subject to litigation, and one firm makes the 
effort and spends the money to defend its export, even if 
it wins, other companies will continue to dump the goods 
at a low price, and this seems less desireable than 
preventing everyone from exporting it. We must deal 
with this way of thinking wit) intensive persuasion and 
education to motivate firms to participate actively in 
defending against lawsuits We must also enhance 
organiz ational cooperation and, as needed, adopt 
administrative measures to ensure that whichever firm 
defends against an allegation will reap the benefits of 
success. 


2. We must engage foreign lawyers to appeal and plead 
on our behalf. The effort to defend against an anti- 
dumping lawsuit involves a great deal of specialized 
knowledge. we must engage expenenced foreign lawyers 
to do this for us. Foreign lawyers are familiar with EC 
laws and regulations, highly expenenced in handling 
cases, have easy access to reference material and quick 
access to news and information, and have close links to 
EC officials. They can mediate beiween the individuals 
handling the case. If we are to obtain an outcome that 1s 
relatively beneficial to us, we must cigage foreign law- 
yers in the cause. Even though this will require us to 
spend money for attorneys’ fees, but in terms of long- 
term enterprise interests, it 1s essential 
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3, We must act to develop our responses based on foreign 
laws and procedures. After an anti-dumping suit is filed 
some companies involved in the litigation expect the 
Ministry of Foreign Economic Relations and Trade to 
act in their behalf, resolving the case by negotiation 
through government channels, In reality, if an anti- 
dumping suit is to be resolved in our favor, it can be 
addressed only through legal procedures. Consequently, 
the Import and Export Department can only challenge 
the suit and plead the case under foreign laws, The 
following points are crucial information to any firm 
involved in anti-dumping litigation: 


First, firms must respond to questions raised by EC 
officials within the time limits stipulated in EC Anti- 
on Regulations. Simultaneous! , they must iden- 
tify any false allegations on the part othe plaintiff and 
make corresponding counter-accusations. They must 
present convincing data to show that ihe Chinese side is 
not dumping goods or causing harm. Right now, in many 
anti-dumping cases, Chinese firms are unable to respond 
in a timely manner based on the EC's investigation 
schedule, nor to promptly supply data central to the 
lawsuit. They may fail to participate in the EC's hearing, 
and often lose their opportunity to defend themselves 
and argue strongly on just grounds. 


Second, it is essential to investigate the successes or 
failures that comparable third-world countries have 
experienced in anti-dumping suiis. According to the EC 
Anti-Dumping Regulations, the only standard for eval- 
uating the normal value of Chinese commodities is the 
normal value of comparable goods marketed by third- 
world market economies. Of course, this is inequitable in 
some respects, primarily because of the unpredictability, 
capriciousness, and partiality involved, and it 1s 
extremely disadvantageous to us in litigation. However, 
in the face of anti-dumping regulations, we can only seek 
out representative nations that compare relatively more 
favorably with China and demonstrate that no dumping 
iS going On, or perhaps reduce the scale of Cumping. 
Otherwise, we can say in general that the anti-cumping 
actions constitute trade protectionism. We can complain 
that the choice of third-world market economies for 
comparison with China is discriminatory, and we do not 
agree that the plaintiffs’ selection of countries is repre- 
sentative (although we cannot suggest other, more rep- 
resentative nations). All this is fruitless as far as winning 
any advantage is concerned. 


Third, we must seek the support and cooperation of 
importers. In truth, importers are crucial to our interests 
in any anti-dumping litigation. Many importers facing 
accusations actively appeal and argue in their own 
defense to protect their interests. Some also suggest 
strategies and supply us with information, particularly 
on the business relations between EC importers and 
firms in other exporting countries. This is makes it easier 
for us to search for substitute representative nations and 
gather data. Therefore, importers are a critical force of 
support in our efforts to deal with anti-dumping litiga- 
tion 
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4. There are inherent advantages and disadvantages in 
price pl . Article 10 of the EC Anti-Dumping Reg- 
ulations stipulates that in the future if exporters pledge 
to adopt minimum export prices, the CEC may termi- 
nate anti-dumping procedures, Of course, the scale of 
price increases that the EC requires will offset the scale 
of dumping or the degree of damage to the Common 
Market, Currently, a considerable number of anti- 
dumping lawsuits against China are being resolved 
through the adoption of price pledges. Experience veri- 
fies that suitable export price pledges not only permit us 
to avoid anti-dumping levies, they also raise the unit 
export price and increase foreign exchange earnings. 
Naturally, if we pledge minimum prices that are too 
high, our products are not competitive, and in some 
cases they have even been driven from the market. 
Suitable price pledges can only be established based on 
previous anti-dumping lawsuits. Since the foreign trade 
system was restructured in 1988 we have been unable to 
attain continued, effective enforcement of the original 
prices set by foreign trade head offices. Consequently, 
some commodities have been re-subjected to anti- 
dumping levies. From now on we must strive to follow 
the rule that “whoever exports the goods must respond 
to any lawsuits and adopt the necessary price pledges.” 
This way some companies may adopt price pledges and 
avoid anti-dumping levies, while other companies may 
continue to export goods at a low price and be subjected 
to anti-dumping levies. 


In the face of the widespread anti-dumping measures 
adopted by foreign firms and their resistance to Chinese 
expansion in commodity exports, we must change our 
competitive strategy from a focus on “succeeding 
through low pricing” to one of “succeeding through high 
quality”—we must rapidly upgrade our products and 
improve their quality, style, packaging, and decoration. 
At the same time, we must enhance coordination among 
exports, put a stop to the error of mutual competitive 
price cutting, and work hard to reduce the incidence of 
anti-dumping litigation. Once an anti-dumping lawsuit 
appears we must respond actively, take the initiative in 
counterclaims, and reduce the disadvantageous results 
that accrue from anti-dumping lawsuits against the PRC. 


SO SE Sots SED Sap 


92CE0251A Beijing NONGCUN GONGZUO 
TONGXUN [RURAL WORK NEWSLETTER] 
in Chinese No 11, 5 Nov 91 p 32 


[Article by Sichuan Economic Information Center's Du 
Shubing (2629 2885 3521), Feng Tianwei (7458 1131 
0251), editor: “Guanghan City: Freeing of Grain, Oil 
Buying and Selling Prices Reaps Significant Results”) 


[Text] To intensify reform, the Sichuan provincial party 
committee and provincial government, starting on | 
April this year, has experimented with simultaneously 
freeing grain and oil buying and selling prices in Guang- 
han After a few months it appears that the enthusiasm of 
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all those engaged in the production of grain and oil and 
their products is rather high and their efficiency is rather 
good. As of 25 June, rapeseed purchases were essentially 
complete and wheat purchases were drawing to a close. 
Everyone believes that freeing grain and oi! buying and 
selling prices accomplished the following results: 


1. Eliminated peasants’ looking over their shoulders. 
After grain and oi! buying and selling prices were freed, 
it permitted multi-channel purchases and operations. 
Because of this peasants could select their own markets. 
If a market could not pay up and settle accounts expe- 
ditiously or forced down the grade and the price, the 
peasants could choose another market and thereby do a 
rather effective job of resolving such issues as forcing 
down the grade and the price and not expeditiously 
rendering payment in agricultural and agricultural 
byproduct purchases and the peasants’ enthusiasm for 
sowing grain and oil crops was safeguarded. 


2. Promoted an improved service attitude and business 
style in the grain department. The municipal grain 
bureau has indicated that since the buying and selling 
prices of grains and oils were freed, exclusive grain 
station operations have been thoroughly broken up and 
collective and individual rice businesses have risen to 
the occasion. The grain department, to get a firm foot- 
hold in the intense market competition, has adopted a 
series of measures one after the other focused on 
improving business style: 1) To augment refining equip- 
ment for grain processing and their byproducts and 
improve the variety and quality provided to the market, 
2) To set up a telephone service for collective grain using 
units and initiate free delivery of $ to the door; 3) To 
implement small bag packaging for families using grain 
and initiate free delivery of goods to the families, 4) To 
set up an agency to store grain and oi! for the broad 
masses of peasants to spare the peasants from the vexa- 
tion of the grain and oil going bad or being eaten by 
rodents while it 1s in storage. The Guanghan municipal 
grain bureau has indicated that the local grain depart- 
ment has presently started this service at seven grain 
stations, six flour mills, and two oil extracting factories 
throughout the city. As of the middle of June, several 
thousand peasant households had more than | 3 million 
kilograms of surplus grain stored. Stored grain and oi! 
can be completely stored and completely withdre -n and 
it can be completely stored and partially withdrawn. 
That ts, it can be exchanged for flour, noodles, nd other 
byproducts or varieties can be traded in series. li grain or 
oil is stored for six months or less and the original grain 
is withdrawn, there is no service charge. If it 1s more than 
six months, depending on the circumstances, a certain 
amount may be charged for pesticides. Urban and rural 
residents have reported that never in the history of 
Guanghan have state-run grain departments and grain 
enterprises provided such convenient and high quality 
service 
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3, Resolved the difficulty of food ye and rural 
enterprises in purchasing raw materials. For example, in 
the past because Guanghan City's township-run oil 
ep factory could not take part in market pur- 
chases of rapeseed, their supply of raw materials was not 
assured. This year after the trial reform, because they 
could purchase directly from the market, they had a 
source for the raw materials that they needed wr Pe 
duction, Trends indicate that the freeing of grain and oil 
buying and selling prices undoubtedly was helpful in 
promoting the development of the grain related industry, 
grain and oil product enterprises, and rural enterprises. 


4. Helped rationalize grain market prices. Since freeing 
grain and oil buying and selling prices, price levels have 
steadily declined, reflecting the relationship of supply 
and demand in grains and oils. Trading food coupons 
and — food coupons as a “second currency” to be 
redee for agricultural byproducts that could not be 
stopped despite repeated local prohibitions, disappeared 
on its own without being forbi _ And country market 

rices were slightly lower than the grain station price tag. 

or example, this April the state-run grain station ticket 
price for (husked) nce was 0.485 yuan for 0.5 kilograms 
and the country market price was approximately 0.47 
yuan. In May the grain station price tag slipped to 0.475 
yuan. And the country market price correspondingly fell 
to about 0.46 ym. In June the grain station price tag 
changed to 0.47 yuan and the country market price fell to 
approximately 0.45 yuan. 


5. Reduced the burden on the treasury department. A 
few years ago, the municipal treasury on average had to 
pay 10 million yuan a year in grain and oil price supports 
and more than 2 million in subsidized losses. This year 
after freeing prices, because the state did not issue a grain 
and oi] purchasing plan and did not set up a grain and oil 
supply adjustment plan, grain and oi! price support 
subsidies and policy loss subsidies were eliminated 
Calculated on the basis of the actual 1990 situation, this 
one change alone saved the treasury approximately 13 
million yuan. 


6. Somewhat eased the contradiction of tight funds for 
the purchase of agricultural byproducts. According to the 
traditional way of calculating, to complete 1991 pur- 
chases would require approximately 62.4 million yuan in 
purchasing funds, of which approximately 38 million 
yuan would have to be borrowed from the bank. But as a 
result of its implementation, because of multi-channel 
purchases, the bank only had to raise 25 million yuan to 
complete purchases, 34 percent less than it would have to 
raise in the plan, and it put an end to “blank tickets” in 
agricultural byproduct purchases At the same time, for 
the first time in a peak penod of grain and oi! purchases. 
the bank had a major recall of surplus cash. According to 
municipal People’s Bank issuing section statistics, from 
| to 25 June, the total local cash recall was 21.37 million 
yuan. After the 9.68 million yuan of cash put into 
circulation 1s subtracted, the nei cash recall was 1.69 
million yuan, an increase of 9.93 million yuan in net 
recall over the same period in the previous year 
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Sex Education Popularized in ‘Most Areas’ 


HK1601130192 Hone Kong ZHONGGUO TONGXUN 
SHE in English 1111 GMT 16 Jan 92 


[Text] Shanghas, January 16 (HKCNA)> Experts and 
scholars in the Mainland broke the taboo of sex educa 
tion five years ago and since then they have acquired 
certain achievements 


According to information revealed at the second 
national seminar on sex education held here yesterday, 
the indications are that the popularization of sex educa- 
tion has so far been carried out to various in 
most areas of China except for a handful of ethnic 
minority regions. Such kind of work has received the 
support and guidance of local governments. The achieve- 
ments gained were remarkable especially in some eco- 
nomically and culturally developed major cities where 
people found it easy to obtain books and journals on 
sexual matters in bookstores or post offices. Some exhi- 
bitions on sex education have been held on a long-term 
basis and have been touring various parts of the country. 
Services related to sexual treatment are available such as 
consultations on sexual psychology, outpatient treat- 
ment for people with sexual problems, a hotline for 
psychological problems related to sex and the establish- 
ment of schools specially for newly-weds and the 
divorced. 


Quite a number of secondary schools and universities 
have opened courses on ‘Education for Puberty,” while 
the State Education Commission has entrusted the 
Shanghai newspaper, the WEN HUI BAO to open a 
correspondence school for such education with the aim 
of training qualified teachers. Shanghai 1s scheduled to 
have all secondary school teachers given specialized 
training in this field International academic exchanges 
and cooperation on relevant sectors have tended to be 
frequent 


The spread of venereal diseases and AIDS in recent year 
along with an increasing number of pre-marital pregnan- 
cies have convinced experts that sex education had to be 
further popularized and strengthened. The dilemma 
might well lie in the prevention of “side effects” with an 
official in charge saying that the passing on of sex 
knowledge should be integrated with the fostering of 
sexual morale in conformity with the state's situation 
and taking the socia! effects into consideration. The 
conference collected over |00 essays from various prov- 
inces and cities, most of which were written after broad 
surveys, statistics and analyses on vast numbers of 
people had been conducted The meeting will discuss the 
spread of sex knowledge and the “healthy development” 
of sex education in the coming years 


CAS Names New Members 


OW0401 213992 Beyineg XINHUA in English 
1914 GMT 4 Jan 92 


[Text] Beijing, January 4 (XINHUA)}—The Chinese 
Academy of Sciences (CAS) released the names of the 
Academy's 210 newly-clected members yesterday 
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Division of Mathematics and Physics (38): 


Ding Dazhao, male, 56, nuclear physicist and high- 
energy physicist, from China Atomic Energy Research 
Institute, 

Ding Xiaqi, male, 63, mathematician, from the Institute 
of Systems Science, CAS, Wuhan Institute ©; Mathemat- 
ical Physics, 

Wan Zhexian, male, 63, mathematician, om the Inst- 
tute of Systems Science, CAS, 

Wang Yening, female, 65, physicist, from Nanjing Uni- 
versity, 

Wang Zikun, male, 62, mathematician, from Beijing 
Normal University; 

Fang Shouxian, male, 59, high-energy — from the 
Institute of High-Energy Physics, CAS, 

Gan Zizhao, male, 53, solid-state physicist, from Beijing 
University; 

Shi Zhongci, male, 57, mathematician, from the Com- 
puting Center, CAS; 

Bai Yilong, male, 50, physicist, from the Institute of 
Mechanics, CAS, 

Lu Min, male, 60, nuclear physicist, from the Institute of 
Systems Engineering of the Commission of Science, 
Technology and Industry for National Defense. 

Tang a. male, 71, physicist, from the Shanghai 
Institute of Technical Physics, CAS, 

Su Dingqiang, male, 55, astronomer, from the Nanjing 
Astronomical Instrument Research Center, CAS, 

Su Zhaobing, male, 54, theoretical physicist, from the 
Institute of Theoretical Physics, CAS, 

Yang Liming, 72, theoretical physicist, from Beijing 
University; 

Yang Fujia, male, 55, nuclear physicist, from Fudan 
University and the Shanghai Institute of Nuclear 
Physics, CAS; 

Li Jiaming, 45, atomic and molecular physicist, from the 
Institute of Physics, CAS, 

Li Deping, male, 64, nuclear physicist, from the China 
National Nuclear Corporation, 

Min Naiben, male, 56, crystal physicist, from Nanjing 
University, 

Zhang Renhe, male, 54, acoustics physicist, from the 
Institute of Acoustics, CAS, 

Zhang Gongaing, male, 55, mathematician, from Being 
University, 

Zhang Shuyi, female, 55, acoustics physicist, from Nan- 
jing University; 

Zhang Hanxin, male, 55, physicist, from the China 
Aerodynamics Research and Development Center. 
Chen Jiansheng, 53, male, astrophysicist, from Beijing 
Observatory, CAS, 

Fan Haifu, 58, male, physicist, Institute of Physics, CAS, 
Zhou Yulin, male, 68, mathematician, from the Beiying 
Institute of Applied Physics and Numerical Mathe- 
matics; 

Xian Dingchang. male, 56, theoretical and high-energy 
physicist, from the Institute of High Energy Physics, 
CAS; 

Jin Fuqian, male, 62, physicist, from the Chinese Insti- 
tute of Engineering Physics. 
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Zhao Zhongxian, male, 50, physicist, from the Institute 
of Physics, CAS; 

Hu Renyu, male, 60, nuclear physicist, from the Chinese 
Institute of Engineering Physics, 

Hu Hesheng, female, 63, mathematician, from Fudan 
Ur ersity; 

Xu Zhizhan, male, 52, physicist, from the Shanghai 
Institute of Optical Precision Tools, CAS; 

Guo Zhongheng, male, 58, mathematician, from Beijing 
University; 

Xi Zezong, male, 64, astronomer, from the Institute of 
the History of Natural Sciences, CAS; 

Huang Shengnian, male, 59, experimental nuclear phys- 
icist, from the Chinese Institute of Atomic Energy, CAS, 
Pu Fuke, male, 61, magnetic and theoretical physicist, 
from the Institute of Physics, CAS; 

Liao Shantao, male, 71, mathematician, from Beijing 
University; 

Xiong Darun, male, 53, astrophysicist, from the Zijin- 
shan Observatory, CAS, 

Pan Chengdong, male, 57, mathematician, from Shan- 
dong University. 


Division of Chemistry (35): 


Wang Kui, male, 63, inorganic chemist, from Beijing 
Medical University, 

Wang Fangding, male, 62, radiochemist, from the Chi- 
nese Institute of Atomic Energy; 

Wang Fosong, male, 58, chemist, CAS, 

Zhu Qingshi, male, 45, physical chemist, from the 
Dalian Institute of Chemical Physics, CAS; 

Liu Yuanfang, male, 60, radiochemist, from Beijing 
University; 

Jiang Yuansheng, male, 60, physical chemist, from Jilin 
University, 

Sun Jiazhong, male, 61, physical chemist, from Jilin 
University; 

He Guozhong, male, 58, physical chemist, from, the 
Dalian Institute of Chemical Physics, CAS; 

Yu Guocong, male, 68, chemist, from Tianjin Univer- 
sity, 

Wang Erkang, male, 57, anaiytical chemist, from the 
Changchun Institute of Applied Chemistry, CAS, 

Shen Jiacong, male, 60, high polymer chemist, from Jilin 
University, 

Zhang Pang, male, 74, organic chemist, from Beijing 
University, 

Zhang Qianer, male, 63, physical chemist, from Xiamen 
University, Fujian Institute of the Structure of Matter, 
CAS, 

Lu Wanzhen, female, 67, petrochemist, from the Petro- 
chemical Research Institute under the Gene: “"“tro- 
chemical Corporation, 

Lu Xiyan, male, 63, organic chemist, from the Shanghai 
Institute of Organic Chemistry, CAS; 

Chen Junwu, male, 64, petrochemist, from the Luoyang 
Petrochemical Engineering Company; 

Chen Minhen, male, 58, chemist, from the East China 
Chemical Engineering University; 
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Chen Yaozu, male, 64, analytical chemist, from Lanzhou 
University; 

Zhou Tonghui, male, 66, analytical chemist, from the 
Chinese Academy of Medical Sciences; 

Zhou Weishang, male, 68, organic scientist, from the 
Shanghai Institute of Organic Chemistry, CAS, 

Zhao Yulen, 42, organic chemist, from Qinghua Univer- 
sity; 

Yu Ruqin, male, 55 chemist, from Hunan University, 
Jiang She igjie, male, 75, radiochemist, from the China 
National Nuclear Corporation, 

Yuan Quan, male, 56, chemical engineer, from the 
Dalian Institute of Chemical Physics, CAS; 

Xu Xi, male, 70, high-polymer chemist, from Chengdu 
University of Science and Technology, 

Xu Ruren, male, 59, inorganic chemist, from Jilin Uni- 
versity, 

Guo Jinkun, male, 57, materials scientist, from Shanghai 
Institute of Silicatry and Technology, CAS, 

Huang Zhitang, male, 63, organic chemist, from the 
Institute of Chemistry, CAS, 

Huang Baotong, male, 70, high-polymer chemist, from 
Changchun Institute of Applied Chemistry, CAS; 

You Xiaozeng, male, 57, inorganic chemist, from Nan- 
jing University, 

Jiang Xikui, male, 65, organic chemist, from Shanghai 
Institute of Organic Chemistry, CAS, 

Cheng Rongshi. male, 64, high-polymer physicisi, from 
Nanjing University, 

Xie Yuyuan, male, 67, pharmaceutical chemist, from 
Shanghai Institute of Materia Medica, CAS, 

Lou Nanquan, male, 68, physical chemist, from Dalian 
Institute of Chemical Physics, CAS, and 

Li Lemin, male, 55, inorganic chemist, from Being 
University. 


Division of Biology (34): 


Mao Jiangsen, male, 57, virologist, from the Zhejiang 
Provincial Academy of Medical Sciences: 

Yin Wenying, female, 68, entomologist, from the 
Shanghai Institute of Entomology, CAS. 

Shi Yuanchun, male, 60, pedologist, from Beijing Agri- 
cultural University, 

Tian Bo, male, 59, plant virologist, from the Institute of 
Microbiology, CAS. 

Zhuang Qiaosheng, male, 75, botanist, from the Institute 
of Crop Breeding and Cultivation, Chinese Academy of 
Agricultural Sciences, 

Liu Xinyuan, male, 63, biochemist, from the Shanghai 
Institute of Biochemistry, CAS, 

Xu Genjun, male, 55, biochemist, from the Shanghai 
Institute of Biochemistry, CAS, 

Sun Manji, male, 60, biochemist pharmacologist, from 
the Institute of Pharmacology and Toxicology under the 
Academy of Military Medical Sciences, 

Yang Hanxi, male, 73, ecologist, from the Committee for 
Comprehensive Survey of Natural Resources under CAS 
and the State Planning Commission. 

Yang Hongyun, male, 58, botanist, from Wuhan Univer- 
sity, 
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Yang Xiongli, male, 50, neurophysiologist, from the 
Shanghai Institute of Physiology, CAS, 

Yang Fuvu, male, 64, biochemist, from the Institute of 
Biophys. s, CAS; 

Li Zhensheng, male, 60, geneticist, from CAS, 

Wu Jianping, male, 57, neurophysiologist, from the 
Shanghai Institute of Cerebrology, CAS, 

Wu Mengchao, male, 69, medical scientist, from the No 
2 Medical College of the People's Liberation Army, 
Zhang Guangxue, male, 70, entomologist, from the Inst. 
tute of Zoology, CAS; 

Zang Shuzheng, female, 69, biochemist, from the Inst. 
tute of Microbiology, CAS, 

Zhang Xinshi, male, 57, ecologist, from the Institute of 
Botany, CAS; 

Chen Ziyuan, male, 67, nucleo-agricultural scientist, 
from the Zhejiang University of Agriculture, 

Chen Keji, male, 61, traditional Chinese medicine sci- 
entist, from the Institute of Gerontology under the 
Chinese Academy of Traditional Chinese Medicine, 
Chen Yiyu, male, 47, hydrobiologist, from the Institute 
of Hydrobiology, CAS; 

Yao Kaitai, male, 60, pathological physiologist, from 
Hunan University of Medical Sciences; 

Qin Junde, male, 75, entomologist, from the Institute of 
Zoology, CAS, 

Shi Liming, male, 51, biologist, from the Kunming 
Institute of Zoology, CAS, 

Shi Jiaonai, male, 70, biologist, from the Shanghai 
Institute of Plant Physiology, CAS, 

Hong Mengmin, male, 60, geneticist, from the Shanghai 
Institute of Plant Physiology, CAS, 

Hong Deyuan male, 54, biologist, from the Institute of 
Botany, CAS; 

Tang Congti, female, 61, parasitologist, from Xiamen 
University; 

Yan Longfei, male, 69, biologist, from the Institute of 
Biology, Beijing Agncultural University; 

Xie Lianhui, male, 56, plant pathologist, from Fujian 
Agricultural College; 

Qiang Bogin, male, 52, molecular biologist, from the 
Institute of Basic Medical Sciences under the Chinese 
Academy of Medical Sciences, 

Zhai Zhonghe, male, 61, cytological biologist, from Bei- 
jing University, 

Xue Shepu, male, 74, biologist, from the Chinese 
Academy of Medical Sciences, and 

Ju Gong, male, 61, neuroanatomist, from the No. 4 
Medical College of the People’s Liberation Army. 


Division of Geosciences (35) 


Ma Zaitian, male, 60, geophysicist, from Ton: . Univer- 
sity; 

Ma Zongjin, male, 58, geologist, from the Institute of 
Geology, State Seismological Bureau, 

Ye Danian, male, 54, mineral scientist, from the Insti- 
tute of Geology, CAS, 

Zhu Xianmo, male, 76, geographer, from CAS, 
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Liu Baojun, male, 59, geologist, from the Chengdu 
Institute of Geology and Mineral Resources, Ministry of 
Gieclugy and Mineral Resources, 

An Zhisheng, male, 50, geologist, from the Xian 
oo Institute of Loess and Quaternary Geology, 
CAS; 

Xu Houze, male, 57, geophysicist, from the Institute of 
Geodesy and Geophysics, CAS; 

Sun Dazhong, male, 59, geologist, from the Tianjin 
Institute of Geology. Ministry of Geology and Mineral 
Resources, 

Sun Honglie, male, 59, geographer, from the State Plan- 
ning Commission, 

Yang Qi, male, 72, geologist, from the China University 
of Geology, 

Li Jun, male, 61, atmospheric physicist, from the Wuhan 
Institute of Physics, CAS, 

Li Jiyun, male, 57, geographer, from Lanzhou Univer- 
sity; 

Li Deren, male, 51, geographer, from Wuhan University 
of Geodesy, Photogrammetry and Cartography, 

Li Desheng, male, 69, geologist, from the China Oil and 
Cas Corporation, 

Su Jilan, male, 55, geologist, from the Second Institute of 
Oceanography under the National Bureau of Oceanog- 
raphy; 

Xiao Xuchang, male, 62, geologist, from the Institute of 
Geology, Ministry of Geology and Mineral Resources, 
Wu Chuanjun, male, 73, geographer, from the Institute 
of Geography, CAS, 

Wang Pinxian. rvale, 54, geologist, from Tongji Univer- 
sity; 

Shen Qihan, male, 69, geologist, from the Chinese 
Academy of Geological Sciences; 

Zhang Miman, female, 55, palaeontologist, from the 
Institute of Vertebrate Paleontology and Paleo- 
Anthropology, CAS, 

Chen Qingxuan, male, 75, geologist, from the Institute of 
Geomechanics, Ministry of Geology and Mineral 
Resources, 

Chen Yuntai, male, 5!, geophysicist, from the Institute 
of Geophysics under the National Seismological Bureau, 
Chen Junyong, male, 58, geographer, from the State 
Bureau of Geodesy, Photogrammetry and Cartography; 
Chen Mengxiong, male, 73, geologist, from the 
Advanced Consultancy Center for Science and Tech- 
nology, Ministry of Geology and Mineral Resources 
Ouyang Ziyuan, male, 55, geochemist, from the Institute 
of Geochemistry, CAS, 

Zhou Xiuji, male, 59, atmospheric physicist, from ‘he 
Academy of Meteorological Science uncer the Na‘tone! 
Meteorological Bureau: 

Zhao Qiguo, male, 60, pedologist, from the * > j):ng 
Institute of Pedology, CAS, 

Zhao Bolin, male, 62, atmospheric scientist, from Be- 
jing University, 

Yuan Daoxian, male, 58, geologist, from the Karst 
Geology Research Institute under the Ministry of 
Geology and Mineral Resources, 

Xu Guanhua, male, 49, forestry scientist, from the 
Chinese Institute of Forestry Science: 
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Sheng Jinzhang, male, 70, paleontologist, from the Nan- 
jing Institute of Paleontology, CAS; 

Huang Ronghui, male, 49, meteorologist, from the Insti- 
tute of Atmospheric Physics, CAS; 

Chang Yinto, male, 60, geologist, from the Anhui Pro- 
vincial Bureau of Geology and Mineral Resources, and 
Fu Jiamo, male, 57, geochemist, from the Guangzhou 
branch of the Institute of Geochemistry, CAS. 


Division of Technological Sciences (68): 


Wang Xuan, male, 53, computer scientist, from Beijing 
University, 

Wang Yue, male, 58, communication scientist, from the 
No. 206 Research Institute for the Ordnance Industry, 
Wang Zhijiang, male, 60, optics scientist, from the 
Shanghai Institute of Optics and Fine Mechanics, 
Wang Qiming, male, 57, photo-electronics scientist, 
from the Institute of Semiconductors, CAS; 

Wang Dianzuo, male, 57, mineral engineering scientist, 
from the Central-South China Polytechnical University, 
Wang Jingtang, male, 62, materials scientist, from the 
Institute of Metals, CAS, 

Lu Qiang, male, 54, electricity scientist, from Qinghua 
University; 

Lu Zhaowun, maic, 73, engineering scientist, from the 
Academy of Railway Sciences, Ministry of Railways; 
Ye Henqiang, male, 50, materials scientist, from the 
Institute of Metals, CAS; 

Mu Guoguang, male, 60, optics scientist, from Nankai 
University, 

Kuang Dingbo, male, 61, technical physicist, from the 
Shanghai Institute of Technical Physics, CAS; 

Liu Guangjun, male, 62, atomic scientist, from the 
Chinese Research Institute of Physical and Chemical 
Engineering. 

Liu Yongtan, male, 55, radar communication scientist, 
from Harbin Polytechnical University; 

Sun Jun, male, 64, engineering scientist, from Tongji 
University. 

Sun Zhongxiu, male, 55, computer scientist, from Nan- 
jing University; 

Sun Jiatong, male, 62, satellite designer, from the Com- 
mittee of Science and Technology under the Ministry of 
Aerospace Industry, 

Yan Luguang, male, 55, electrical engineering scientist, 
from the Institute of Electrical Engineering, CAS, 

Yang Fuqing, female, 59, computer scientist, from Bei- 
ying University, 

Yang Shuzi, male, 58, machinery enginecring scientist, 
from the Central China University of Science and Engi- 
neering, 

Li Zhijian, male, 62, semiconductor and micro- 
electronics scientist, from Qinghua University; 

Li Yanda, male, 55, information scientist, from Qinghua 
University, 

Wu Quande, male. 68, electronics physicist, from Beijing 
University 

Wu Chengkang, male, 62, physicist, from the Institute of 
Mechanics, CAS 
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Wau Dexin, female, 54, micro-electronics scientist, from 
the Micro-Electronics Center, CAS, 

Qiu Dahong, male, 60, apr scientist, from the 
Dalian University of Science and Engineering, 

Zou Shichang, male, 60, materials scientist, from the 
Shanghai Institute of Metallurgy, CAS, 

Min Guirong, male, 57, space scientist, from the No. 5 
Research Institute under the Ministry of Aerospace 
Industry; 

Wang Geng, male, 64, electrical machinery designer, 
from the Shanghai Electrical Machinery Plant, 

Shen Zhiyun, male, 62, rolling stock scientist, from the 
Northwest Jiaotong University, 

Song Jian, male, 59, cybernetics and ——— scien- 
tist, from the State Commission of Science Tech- 
nology and Qinghua University, 
Song Zhenqi, male, 56, mining engineering scientist, 
from the Institute of Rock Pressure, Shandong Institute 
of Mining, 

Zhang Xingqian, male, 70, physicist, from the China 
National Nuclear Corporation, 

Zhang Xiaoxiang, 73, computer scientist, from the No. 
§8 Institute under the Headquarters of the General Staff 
of the Chinese People's Liberation Army, 

Chen Junliang, male, 57, communications scientist, 
from the Beijing Institute of Posts and Telecommunica- 
tions, 

Lin Binnan male, 71, water conservancy scientist, from 
the Water Conservancy and Hydroelectric Power 
Research Institute, 

Ouyang Yu, male, 64, nuclear reactor specialist, from the 
Shanghai Nuclear Engineering Research and Design 
Institute; 

Miao Yongrui, male, 60, astronomer, from the Shanghai 
Observatory, CAS, 

Zhou Ganzhi, male, 61, architect, from the Ministry of 
Construction, 

Zhou Yaohe, male, 64, machinery specialist, from the 
Northwest Engineering University, 

Zhou Bingkun, male, 55, laser scientist, from Qinghua 
University, 

Zhao Renkai, male, 68, nuclear power specialist, from 
the China National Nuclear Corporation, 

Hu Yuxian, male, 68, earthquake researcher, from the 
Institute of Geophysics, State Seismological Bureau, 
Yao Xi, male, 55, electronics scientist, from Xian Jiao- 
tong University, 

Zhong Xiangchong, male, 69, materials scientist, from 
the Luoyang Refractory Institute, Ministry of the Metal- 
lurgy Industry, 

Bao Zheng, male, 63, communications scientist, from 
the Xian University of Electronic Technology, 

Hou Xun, male, 55, optics scientist, from the Xian 
Institute of Optics and Fine Mechanics, CAS, 

Yu Hongru, male, 63, physicist, from the Institute of 
Mechanics, CAS, 

Wen Bangchun, male, 61, engineering scientist, from the 
Northeast China Engineering Institute, 

Xia Peisu. female, 68, computer scientist, from the 
Institute of Computing Technology, CAS; 
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